THE OUTLOOK 


The Railroad Strike—Tax Developments—The German Mark—Gold Distribution—Funding the 
Foreign Debt—The Market Prospect 


Gage at: activity has resulted in a somewhat larger 


scale of operations, industrially and commercially. 

Wholesale, jobbing and retail trade show signs of ex- 
pansion, particularly in the apparel trades. Basic industries, 
such as steel, iron, coal, oil and copper are in a better position 
than a few months ago. The rate of production is higher 
and prices have advanced in a few instances. 

Domestically, conditions seem to be improving, although 
there are many weak spots such as the still high unemploy- 
ment, the irregularity in prices and the unsettlement in foreign 
trade caused by the exchange situation. Buying for future 
commitment on a large scale is not yet in evidence, illustrating 
the prevailing conservative frame of mind. 

* # # 


N line with threats made for some weeks, 
railroad employes have at length de- 
termined to call a nation-wide strike, com- 
mencing October 30. Aside from the 
unsettlement this will cause—if permitted to go through—to 
the railroads themselves, the act of the railroad employes is 
bound to create very considerable disturbance on the indus- 
trial situation and, if prolonged, will be a first-rate calamity. 
Principally, the dispute between the railroad unions and 
the railroad executives—although apparently based on the 
wage cuts which have been ordered—is due to the feeling 
among railroad employes that the operators are determined to 
undermine the unions, ultimately leading to the imposition of 
the “open shop” idea in railroad management. The state- 
ments of some of the executives of the railroad unions show 
that the wage problem is only a secondary consideration to the 
employes compared with the principle of maintaining the in- 
tegrity of their organizations. In other words, the unions 
consider that they are fighting for their existence. 
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Howsoever this may be, there is no question that the chief 
sufferer in the coming struggle—should that calamity be 
allowed to occur—would be the public. The resulting loss 
would be so staggering that all the efforts this year to rectify 
the evil effects of inflation would be undone. It is obviow:‘7 
the duty of the Government to intervene and thereby prevent 


the debacle. 


* S&* 


ECENT developments in the Senate 
have shown a still further disposition 
on the part of legislative leaders to com- 
promise with the progressive and recalcitrant 
members on the tax bill. As things now stand, a repeal of 
the excess profits tax has been retained, effective January |, 
1922, but the present plan is to place the highest level of 
the surtax on individual incomes at 50%, while repealing the 
transportation tax and some other elements of present tax 
legislation. In order to repeal the latter it will probably be 
necessary to advance the rates of the ordinary corporation 
tax on business concerns—as indeed is proposed in the origi- 
nal administration bill as passed by the House. 

Save for the repeal of the excess profits tax, which for the 
present is purely theoretical and in any case does not become 
effective so far as payment is concerned for a year to come, 
commercial enterprise is thus likely to be worse off under the 
new tax bill than it is today. Perception of this situation has 
undoubtedly resulted in a strong feeling of revolt throughout 
the country, and this feeling has been reflected in Congress 
in the form of a positive reluctance to endorse the new bill 
on anything like present lines. 

Changes in the measure have accordingly at some periods 
been made almost daily, and the process of compromise is 
evidently far from complete, even as yet. The Smoot Sales 


THE TAX 
ADJUSTMENT 





Tax Plan, which had been supposed to have little or no 


chance of adoption, has clearly gained in vitality and vigor - 


as time has gone by, and there is a fair chance that it may 
yet be substituted on the floor of the Senate or even in con- 
ference committee for the greatly garbled language of the 
pending plan as devised by the “‘leaders."" If some amend- 
ment of the kind be not adopted, the result must inevitably 
be to discredit the whole effort at tax revision, with serious 
political consequences to: those who are responsible for the 
passage of the bill. 
ee 
HE renewed decline of the German 
mark to a level at one time little bet- 
ter than 6/10th of a cent once more calls 
attention to the rapid advance of the finan- 
cial disorganization of Germany. This latest decline is cur- 
rently attributed to the fact that the Silesian decision has gone 
against the Berlin government, with the resulting probability 
that the present administration of the Republic may not last 
long. There is no good reason to think that the financial 
policy of the present regime is particularly better than that 
of any that may succeed it, but political disturbance is always 
a fruitful cause of financial depression, and it is not strange 
that in the delicate situation in which Germany now finds 
herself, there should be uncertainty regarding the early future 
of the currency. 

Meantime, the decline of the mark, instead of leading to 
a suspension of purchases in all quarters, has apparently had 
the effect of stimulating some classes of buyers, they being 
under the impression that the current value cannot go much 
lower, and. that when the mark is redeemed, such redemption 
will almost certainly occur at a figure materially higher than 
the present quotation. 

This is a prediction which is of course based entirely upon 
conjecture. The fact in the case is that the Reparations 
Commission thus far shows no indication whatever of any 
disposition to relax the German indemnity requirements. /f 
these are te be maintained, and another transfer is to be made 
on the plan developed last Spring, it would be difficult to see 
how very much recovery in the mark could take place,—least 
of all how the government of Germany could expect to redeem 
it or convert it at any early date. 

oe 6 

HERE has been at least a temporary 
check to the accumulation of gold in 

the vaults of the Federal Reserve system 
and the question how this has come about 
is attracting some interest. One factor which has operated 
to produce the change is the greater disposition on the part 
of the Government to distribute gold for actual circulation. 

There has been a school of economists for some time past 
who have been inclined to the thought that a larger actual 
circulation of gold would be a good thing and would tend 
to reduce the swollen reserves which now present a fictitious 
appearance of banking strength in the system. On their side 


DISTRIBUTING 
OUR GOLD 


is the argument that we did succeed in getting and holding 
in actual circulation a very large supply of gold which was 
easily drawn into our banks at the time when the need for 
it was strongly felt shortly after the opening of the war. 
From this it is reasoned that there can be no better place of 
safe-keeping than the pockets of the people, and that it would 
be better to have the gold in circulation, as greenbacks or as 
gold certificates, rather than to have so large a circulation 
of Federal Reserve notes as at present. 

Against the plan is the consideration that it might be 
extremely difficult to recover the gold promptly in the ab- 
sence of the war impulse to public-spirited action. Our gold 
position is recognized as unstable and likely to result at almos: 
any time in an outward movement of gold. In those circum 
stances, it might be difficult to bring about a renewed con 
centration of the metal. Nevertheless, Government authoritie: 
are apparently of the opinion that they will do well to en- 
courage actual paymerits of specie, thereby reducing the ex- 
cess reserves of the banks in corresponding measure. 

” 

T has become tolerably plain during the 
past month or more that Congress was 
not willing to give Secretary of the Treas- 
ury Mellon the necessary authority to fund 
the Allied indebtedness to the United States. Apparently 
some of the members of Congress have been so fearful that 
there would be concessions in favor of Great Britain that 
they have been unwilling to take any step that would seem to 
allow an administrative officer the authority to commit him- 

self in the matter. 

So clear has the situation seemed to be, that Secretary 
Mellon, within the past few days, has announced a willing- 
ness to compromise with opponents in Congress by permitting 
the naming of a board which will take charge of the funding 
question and will be vested with the authority originally pro- 
posed for himself individually. He would continue to be a 
member and probably the chairman, of this funding board, 
but there would be four others of whom two or three would 
be his cabinet colleagues. 

The plan has not yet been authoritatively approved but 
there seems to be some reason for believing that it will meet 
the necessities of the legislative situation in Congress. There 
would seem, however, to be no special ground for the belief 
that the proposed board will settle the funding situation much 
differently from the Secretary of the Treasury, so that it may 
be a question whether the adjustment finally agreed upon, 
whatever it may be, will be altogether acceptable to Congress. 

fie, pee 

NVESTMENT conditions continue to 
point toward improvement. We note 

a continued growth of interest in the security 
markets on the part of investors who are 
gradually finding funds available for the purchase of bonds 
and stocks. As soon as the outlook abroad is a little more 
clear, it is likely that prices will make a favorable response. 
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O'R Investment and Business Service not enly presents a weekly summary of the 
changes im numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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Is Labor Cutting Off Its Nose? 


President Herr of Westinghouse Electric Condemns Attitude of Labor Leaders 


Interview by CHARLES FREDERICK CARTER 


F the United States produced manufac- 
[ trea articles valued at nearly sixty- 

three billion dollars in 1920, and the 
Census Bureau says we did, and if factories 
are now operating at an approximate av- 
erage of only 40 per cent of capacity, as 
they are, according to available informa- 
tion, then it follows that there is likely 
to be a shortage in the National income 
of something like thirty-eight billion dol- 
lars when the books are balanced at the 
end of the current year, without taking 
into account deficits -in agriculture or 
transportation. Waiving discussion of 
its exact amount, the reality and depress- 
ing effect of the shrinkage in industrial pro- 
duction may be conceded. 

However, ouf economic symptoms have 
been diagnosed somewhat more than 
enough. What investors, as well as the 
rest of us, want is a prognosis. We 
should all like to know whether we are to 
recover from our economic debility, and 
if so, when, or whether we are to con- 
tinue down the toboggan slide to the home 
for incurables. 

It has been customary to speak of the 
steel industry as “the barometer of busi- 
ness.” Recently a new giant has grown 
up in the industrial field which from its 
peculiar position may be regarded as even 
a more trustworthy business barometer 
than steel. The electrical manufacturing 
industry, owing to the extraordinary in- 
erease in the use of electrical apparatus 
in transportation, the factory, the office 
and the home, is in a position to feel the 
effects of a change sooner than any other 
line of business. For one thing, no 
material expansion of the nation’s indus- 
trial plant is likely to take place until 
some of the ambitious hydro-electric 
power projects now on paper have been 
materialized. It would be instructive, 
therefore, to know what present tenden- 
cies are as reflected in the electrical manu- 
facturing industry. 

Conditions in this line may be expected 
to come to a focus in the Westinghouse 
Electric and Manufacturing Company, 
one of the earliest pioneers, incorporated 
in 1886, and since then a leader in its 
field. It was George Westinghouse who, 
in the face of fierce opposition, introduced 
the alternating current system, without 
which the industry never could have at- 
tained substantial importance. Today 95 
per cent of the electric current generated 
and transmitted is of this type. The West- 
inghouse Company produced more than 
one-seventh of the billion dollars worth 
of electrical apparatus. manufactured in 
the United States last year. For the 
last ten years, during which time E. M. 
Herr has been president of the West- 
inghouse Company, its output has in- 
creased from $38,000,000 to $151,000,000. 

If the foregoing suffices to establish 
faith in Mr. Herr’s qualifications to speak 
with authority on industry in general and 
the electrical industry in particular, it 
may be of interest to hear that he regards 
our economic ills as more mental than 


physical. That is tu say, no small part 
of the present depression may be traced to 
a rush during war days of pseudo-pros- 
perity to the head rather-than to any lack 
of resources and opportunities awaiting 
utilization. When, but not until, we have 
been restored by adversity to sanity he 
predicts complete recovery, progress and 
prosperity. But for the immediate fu- 
ture, to quote substantially his words: 
“Judging by present indications | am 
afraid we are in for a hard winter. Of 
course there will be waves of industrial 
activity like the present flurry; for mer- 
chants’ shelves are bare, which. means 
that every little spasm of buying must be 
accompanied by a corresponding amount 


a 


EDWIN M. HERR 
“The misguided policy of labor. 
is enough to create the economic block- 
ade from which the whole country is 
suffering 


of manufacturing. I believe, however, 
that the present slight accession of ac- 
tivity will be followed by a recession. I! 
do not think the ‘marked increase in opti- 
mism from every section of the country’ 
announced in the September report of the 
United States Employment Service should 
be accepted too literally. Optimism un- 
der difficulties is commendable; perhaps 
it is a duty; yet for practical purposes we 
should take counsel of our judgment 
rather than of our hopes. 

“IT do not believe we have any sound 
reason to anticipate permanent substantial 
gains for some months. We may not get 
back to normal even by next spring. Of 
course the country will recover eventually, 
and when it does we shall then have a 
period of prosperity. 

“The crux of the whole economic prob- 


lem is the attitude of labor. It seems 
amazing that no labor leader—has had the 
intelligence or the courage to explain to 
his followers how foolish it is to expect 
topmost war wages to be maintained and 
at the same time the cost of living to be 
reduced, enabling them to pay less and 
less for everything they buy. War wages 
were established during a crisis when 
money could not be considered. In too 
many cases wages so established bore little 
relation to the value of services rendered. 
Now the case is different. Dollars are 
so hard to obtain that those who pay them 
out must insist upon a fair equivalent in 
service, 

“In different lines labor has been de- 
flated in varying degrees. The Westing- 
house Company has made two cuts in 
wages and salaries have been substantially 
reduced. The Steel Corporation has made 
heavy cuts in wages. Some of the in- 
dependents are back nearly to pre-war 
wage schedules. The textile industry has 
reduced wages about as far as they can 
be expected to go. 

“But the coal miners are deaf to com- 
promise, Consequently the price of coal, 
which is an important item in manufac- 
turing costs is altogether too high. Wages 
are maintained at the expense of an esti- 
mated decrease in production of 20 per 
cent, perhaps more. That may be sound 
economics from the labor leader’s point 
of view, but as a mere business man it 
seems to me to be open to criticism. 

“Railroad labor leaders, instead of 
recognizing the hard realities of the 
present, are still dreaming in terms of 
war conditions and taking strike votes 
to decide whether they shall accept the 
very moderate reduction ordered by 
the Railroad Labor Board. Meanwhile, 
freight rates, another important item in 
manufacturing costs, are altogether too 
high; yet they cannot be reduced until 
railroad labor comes to its senses and ac- 
cepts its fair proportion in the universal-re- 
adjustment of incomes. 

“Our men are complaining of high 
rents, and they have reason to com- 
plain. Other wages may come down, 
but the building trades seem to think 
their war wages are to go on forever. 
There can be no hope of relief in the 
housing situation until the present im- 
possible attitude of the whole building 
industry is abandoned. 

“While there are a number of causes 
contributing to the world-wide business 
depression the misguided policy of labor 
in these three fields alone is enough to 
create the economic blockade from which 
the whole country is suffering. This ex- 
plains why I think we shall.have dull 
business until adversity brings labor to 
a more reasonable attitude. 

“To forestall misunderstanding it may 
be .well to say that I do not believe that 
wages and commodity prices will return 
to the pre-war level. Conditions follow- 
ing the civil war and other great wars 

(Continued on page 953) 





Total Disarmament Would Mean Chaos 


Misconceptions of Washington Conference Should Be Cleared _Up—Hundreds of Thousands 
Employed in Military Work—The Real Way Out 


WRONG impression seems to be 

quite prevalent concerning the pur- 

pose of the international conference 
called to meet in Washington on Novem- 
ber 11 next. If asked the question—“Are 
the nations about to disarm?”—most peo- 
ple, without a moment’s hesitancy, would 
doubtless answer “yes; whereas the cor- 
rect answer to the question is undoubtedly 
“no.” 

There are 
financial, social and _ political—for 
answer in the negative. 
The relation of armaments 
to national welfare is so 
pronounced that no subject 
is now or will be for a long 
time to come of more vital 
interest to our entire popu- 
lation. It is a subject of 
profound national and in- 
ternational importance. 
Armaments, unfortunately, 
have been the basis of our 
social organization. It is 
primarily a governmental 
matter and, therefore, is of 
national concern in a de- 
mocracy which is, theoreti- 
cally at least, a government 
by the people. 

Hence a conference has 
been called to consider the 
question of the “limitation 
of armaments,” not for con- 
sidering the problem of im- 
mediate disarmament. This 
is to be a conference of 
chosen representatives of 
nations called together 
rather with a view of reach- 
ing some _ international 
agreement on the matter of 
future armaments. But the 
burden which has brought 
pressure to bear on national 
executives, democratic and 
otherwise, to bring this 
conference into being is pri- 
marily financial with broad 
economic ramifications. 
Nations are burdened with 
debt and are distressed with 
widespread unemployment. 
There is no possibility of 
escape from these aspects 
of the problem. What will the out- 
come be? We do not know. But it 
will not be out of time or place to con- 
sider some matters which will have to be 
faced and perhaps discussed if this con- 
ference is to bring the relief for which 
the nations of the whole civilized world 
are seriously hoping. 


Immediate Disarmament an Economic 
Calamity 

In the face of several millions of our 

population being out of employment be- 


reasons—economic, 
this 


many 


By JAMES B. MORMAN 
Economist, Federal Farm Loan Board, U. S. Treasury Department 


cause of present business depression, actual 
disarmament now would do more harm 
than good. Government expenditures for 
the army and navy include the pay of a 
large number of officers in both branches 
of the service, hundreds of thousands of 
enlisted men, thousands of employees in 
navy yards, and a host of civilian workers 
in these two executive departments. Im- 
mediate disarmament would mean in a 
short time the release of these men and 
women from government payrolls and an 


Twenty-Ninth President of the United States, Whose Adminis- 
tration Will Be Judged According to the Success or Failure 
of the Conference on Limitation of Armament 


increase in the number of our unemployed. 
For the officers in our army and navy 
have been trained for this mode of life 
and no other: It would be a matter of 
great injustice, to say the least, to sud- 
denly throw these men on the labor market 
in competition with others already unable 
to find work. . 

The economics of the situation settles 
down to one of two propositions when 
faced squarely, namely, either to continue 
the maintenance of the existing army and 
navy forces and permit them to perform 


their present functions, or to provide a 
system of pensions for them in return for 
their past training for service to their 
country in case of war. Of the two alter- 
natives, the latter would probably be the 
less expensive to the taxpayers under all 
the circumstances. 

Congréss has struggled seriously with 
the problem of reducing the army and 
navy, but without making much headway. 
The estimated expenditures for ‘':e fiscal 
year 1922 for these two brar_nes of the 
government Uuave been 
placed by the Secretary of 
the Treasury at $450,000,000 
for the War Department 
and $487,225,000 for the 
Navy Department—a total 
of $937;225,000. This is an 
enormous sum which must 
be raised mainly for the 
sole purpose of maintaining 
our present armed forces. 

Contrary to a very gen- 
eral belief, the annual ex- 
penditure of a sum so vast 
and for such a purpose is 
not a waste of national 
funds and energy. This 
money is put into circula- 
tion and provides employ- 
ment for hundreds of thou- 
sands of men and women in 
various lines of human en- 
deavor. From a govern- 
mental or taxation point of 
view, the only question is 
whether the money could 
not be spent for more con- 
structive purposes than at 
present. That is a problem 
which now faces every civil- 
ized nation. What shall be 
done with our military heri- 
tage? No nation can es- 
cape that question. In fact, 
every nation is struggling 
with it and will seek a so- 
lution in the forthcoming 
conference. 

Organized society is now 
reaping what the past has 
sown. Western civilization, 
so-called, has been built up 
on a system of military 
exploitation and no nation 
can suddenly let go without plunging 
its economic and financial life over the 
brink into infinite chaos. Russia tried 
it and has reaped a harvest of poverty, 
disease, famine and death. Such a con- 
dition is many times worse than that 
which will arise from a continuance of 
the existing military organization of 
society. 

It is not to be expected, however, that 
with progress in civilization there will be 
any need for the maintenance of large arm- 
aments for ever. It is possible that the 
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end is in sight. The nations of the world 
have awakened to the disasters of war. 
Century after century militarism planted 
the seeds of war and civilization has re- 
cently reaped a harvest of suffering and 
bloodshed, destruction of property, over- 
whelming debt, economic upheaval, and 
financial chaos never before equaled in the 
history of the race. 

Under the leadership of our own coun- 
try the nations have called “Halt!” to this 


DAVID LLOYD-GEORGE 
Decision of England’s Fiery Prime Minis- 
ter to Attend the Washington Confer- 
ence is Hailed by British Press as Proof 

that England “Is in Grave Earnest” 


destroyer of human peace and prosperity. 


Militarism has grounded arms for the 
moment and is awaiting the outcome of 
the world conference on the limitation of 
armaments. But it is useless to try to 
deceive. ourselves as to the possible out- 
come of this movement; it is useless to 
try to escape the problems which confront 
the conferes. That these problems are 
recognized as stupendous is shown by the 
fact that Washington is planning to en- 
tertain this conference for several months. 
Debt, unemployment, taxation, govern- 
ment expenditures—all these problems and 
many others are closely associated with 
national, naval and military expenditures. 

This is-our heritage. It has come down 
to civilized society from the past; it has 
modified our whole economic life; it is 
present with us in almost overwhelming 
force; it will be likely to hand on its 
burdens to the third and the fourth gener- 
ations.. This is what confronts us as a 
nation. From a condition of economic 
and financial distress brought about by 
war, the world is trying to find a way back 
to the permanent peace and prosperity of 
a normal civilized life and a conference 
on the limitation of armament has been 
the path chosen. Every patriotic citizen 
hopes that. it will be successful. 

But every thoughtful person also re- 
alizes that organized society built upon two 
thousand. years of Christian civilization, 
and back of that four thousand years of 
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pagan civilization, all of which civilization 
has been established on a gradual increase 
of armaments, can not be revolutionized 
in a short space of time without a still 
greater disruption of our economic and 
financial relations. 

Let us look for a moment at our most 
recent heritage. It has been estimated that 
the late European conflict cost all the 
countries at war about $208,306,000,000 
and 10,000,000 lives. In debt alone our 
own country has been involved to the 
amount of $25,000,000,000, Thus war has 
played havoc with all the relations of 
social life. The expenditures of govern- 
ment are now largely to pay for the re- 
sults of war or to make preparations for 
it. The estimated expenditures of this 
government for 1922 total $4,217,643,000. 
Of this amount the following may be 
safely accredited, directly and indirectly, 
to war results: 

232,000,000 
47,000,000 
Federal Board for Vocational 
Education 
War Department 
Navy Department... 
ipping Board 
eral control of railroads. .. 
Interest on public debt 


162,655,184 
450,000,000 
487,225,000 
200,000,000 
545,206,204 
975,000,000 


3,099,086,388 


This total of $3,099,086,388 is nearly 9% 
of estimated government expenditures for 
the fiscal year ending June 30, 1922. But 
just imagine what economic and finan- 
cial chaos would prevail if our Govern- 
ment should suddenly repudiate its in- 
debtedness and stop making other ex- 
penditures though mainly for war pur- 
poses, This is the dilemma in which 
we find ourselves on the eve of inter- 
national conference looking to the 
limitation of national armaments. It is 
a problem of stupendous magnitude and 
of profound importance in view of pre- 
vailing high taxation, extensive unem- 
ployment, business depression, and 
unstabilized monetary exchange. 


The Limitation of Armaments 


Notwithstanding the utter impossibility 
of nations suddenly disarming without dis- 
aster to the existing foundations of modern 
organized society, there are those who 
insist on immediate disarmament. 

The Third Congress of the Women’s 
International League for Peace and Free- 
dom, which was held at Vienna in July 
last, passed a resolution urging all sections 
of the league to devote the week preceding 
the international conference at Washing- 
ton “to demonstrations on a national scale 
in favor of immediate world-wide disarm- 
ament.” Those sections of the league 
whose governments were invited to take 
part were urged to stimulate them by 
deputations and by all other feasible ways. 

Again the world Methodist conference 
in London on September 12 adopted a 
strong resolution calling for international 
disarmament. “This conference,” says the 
resolution, “speaking in the name and on 
behalf of 32,000,000 followers, declares 
without hesitation or reservation its belief 
in the absolute necessity for international 
disarmament and the complete abolition of 
war.” 

But there has been nothing officially 
issued which indicates that the forthcoming 
international conference has any thought 
of even discussing immediate disarmament. 


In a very recent interview with members 
of the press, Secretary of State Hughes 
criticised the tendency of many organiza- 
tions, newspapers and persons for referring 
to the international meeting as the “dis- 
armament conference,” thereby giving an 
entirely erroneous idea of the real pur- 
poses to be discussed. “The proper and 
official term,” said the Secretary of State, 
“is the conference for the limitation of 
armament, an entirely different and dis- 
tinct subject.” 

At the opening of the Army War Col- 
lege at Washington on September 1, in 
addressing the officers of that institution, 
President -Harding said: 

“No matter where the best aspirations 
of the world may lead us, no matter what 
tremendous and gratifying progress is 
made, there may never be a time without 
the necessity for armed forces in every 
government. I believe with all my heart 
we are coming to a time when we are 
going to diminish the burden of armament. 
I think there will be less of armies and 
less of navies. I wish it with all my heart. 
But there never can come a time when 
there is not a requisite agency for the 
maintenance of law and authority and for 
national defense.” 

These official statements by represen- 
tatives of the administration are a death- 
blow to the hope of immediate disarma- 
ment. Their importance cannot be too 
strongly emphasized. From the stand- 
point of social welfare, this position is 
absolutely sound. The nations cannot dis- 
arm at once. They cannot immediately 








ARISTIDE BRIAND 
M. Briand, Premier, Will Attend the 
Conference as the Spokesman of France, 
Whose Military Burden is Her Chief Ob- 
stacle to Economic Recovery 


burst the shackles of militarism which 
have been forged about them since the fall 
of the Roman Empire. Those who are 
responsible for the conduct of national 
affairs know too well the economic and 
financial problems which confront them. 
It is for this reason, perhaps, that they 
(Continued on page 951) 





How the Investment Bankers Association Helps 


Investors 


Messages from Officers of the Association on Eve of Its Tenth Anniversary—The Future 


of the Investment Bankers Associa- 
tion will board special trains €éward 
the latter part of this week; and if the 
engineers don’t quit on the way, the bank- 
ers will remain on these trains until they 
pull into the once peaceful and sleepy 


B ‘er tte railroad strikes, members 


town of New Orleans. There, on Monday, 
October 30, they will congregate to cele- 
brate the 10th anniversary of their organ- 
ization, elect officers for the ensuing year, 
listen to speeches, and “transact such other 
business as may properly come before the 
meeting.” 

To the investors readers of THe Maca- 
ZINE OF. WALL StreET—numbering, tio 
doubt, a good hundred thousand, this con- 
vention, when stripped of its frills and side- 
issues, has a special and far-reaching sig- 
nificance. 

It marks the tenth year in the history 
of the only organization in this country 
composed of practical investment bankers 
and. which is devoted, solely, to the in- 
terests of the investment world. 

It finds that association, for all its youth, 
securely and firinly established in the in- 
vestment scheme of things; in a position, 
today, as never before, to lift the invest- 
ment world out of the rut, raise the stand- 
ards, increase its scope, add to its machine- 
efficiency. 

Above all, the getting-together of the 
hundreds of delegates who will attend this 
convention will bring home to individual 
investors a fact which they may not now 
realize, viz., that the welfare of investors, 
the conduct of our financial houses, the 
methods by which new financing is handled, 
and the innumerable other matters in- 
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volved in keeping business going are no 
longer left to the graces of Providence. 
Instead they are now under the watchful 
eye of a representative organization, free 
to move as it sees fit, capable of exerting 
pressure where pressure is needed, or en- 
couragement where that is deserved. 


A Little History 


What the Investment Bankers Associa- 
tion is, why it was organized, what it can 
do for the investment world in - general, 
and investors in particular, the officers of 
the Association are in the best position to 
tell. 

Here is its story, as told the MAGAZINE 
by Mr. Frederick R. Fenton, secretary of 
the Investment Bankers since its incep- 
tion, and a member of the Chicago firm of 
Fenton, Davis & Boyle: 

“The Investment Bankers Association of 
America was organized August 8, 1912, as 
the result of informal conferences between 
investment bankers in the western part of 
the United States and in New York City. 
It was felt that the investment banker had 
many problems which should receive 
especial attention from an organized 
source. It was found impossible to af- 
filiate as a section of the American Bankers 
Association with the result that a separate 
organization was formed. 

The preamble of the constitution states 
very well the purposes for which the or- 
ganization was perfected: 

“‘In order to promote the general wel- 
fare and influence of investment banks or 
bankers; to secure uniformity of action 
both in legislation and mehtods of han- 
dling securities together with the practical 


benefits to be derived from personal ac- 
quaintance; and for the discussion of 
subjects of importance to the banking and 
commercial interests of the country which 
affect the investing public.’ 

“Looking back over the years that the 
Association has been in existence we are 
able to see its handiwork. The Association 
has at all times stood behind legislation 
which was of a constructive character. It 
has lent its assistance in the shaping of 
the revenue bills that have been introduced 
in Congress and took a very active part 
in an advisory capacity when the Esch- 
Cummins Act was before Congress, realiz- 
ing that the transportation system of the 
country was the foundation upon which 
all business depended. 

“The Association has through its foreign 
securities committee maintained statistical 
information in the large financial centers of 
Europe which would be of* interest to 
foreign investors in American securities. 
Following out this policy it was this year 
represented at the International Chamber 
of Commerce meeting in London by: its 
treasurer, Watkin W. Kneath, vice-presi- 
dent of the National Bank of the Republic, 
Chicago. 

“The Association has never ceased in 
its efforts to secure uniform legislation af- 
fecting the issuance and sales of municipal 
securities realizing that all legislation tend- 
ing to safeguard municipal securities was 
of direct benefit to the investors of the 
country and, incidentally, to all investment 
dealers in the United States whether within 
or without the Association. 

“A few years ago the public service com- 
missions of the country were handing 
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down rulings affecting the utilities of the 
country without any definite knowledge 
as to what like commissions were doing 
in the neighboring states on similar 
questions. The Association, in conjunc- 
tion with the Lawyers Co-operative Pub- 
lishing - Company of Rochester, New 
York, was able to put forth the rulings of 
the various commissions in the form of 
bound volumes. The value of these pub- 
lished reports is obvious. 

“The education committee of the Asso- 
ciation has rendered a distinct service not 
only to the members of the Association, 
but to the colleges and universities of the 
country. Up to this time it has issued a 
series of six books in the form of courses 
of study. These books touch on corpora- 
tion finance and investment, the stock ex- 
change business, industrial securities and 
railroad securities. Two texts have been 
issued, one on the legal aspects of the 
transfer of securities and one on individual 
and corporation mortgages. Copies of 
these books have been distributed to all 
schools of learning that have courses in 
corporation finance. 

“Whether or not the Association has 
lived up to the ideals of its founders is 
answered when it is shown that in August 
1912, the Association had one hundred and 
eighty members, and today, carries on its 
membership rolls nearly six hundred deal- 
ers in investment securities. 

“The Association seeks no private ad- 
vantage. The interests of the investors of 
the country are its interests.” 


Views of the Next President 


Mr. Beebe, the nominee for next presi- 
dent of the I. B. A., was also good enough 











FREDERICK R. FENTON 
Fenton, Corrigan & Boyle, Chicago, Secretary 
Investment Bankers’ Assn 


to outline the aims and scope of the organi- 
zation to this Magazine. Said he: 

“The Investment Bankers Association 
was organized originally because there was 
a real need for it. The American Bankers 
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Association, at least up to the time it or- 
ganized trust and savings bank sections, con- 
fined its activities entirely to commercial 
banking, and the aims and purposes of com- 











HOWARD F. BEEBE 
Harris, Forbes & Co., New York, Vice-Presi- 
dent, Investment Bankers’ Assn. 
Nominee for President 


mercial bankers; and the investment field, 
as a result, was completely ignored. 

“Since its inception,” went on Mr. Beebe, 
“the Investment Bankers Association has 
been, probably, the least selfish and the 
most altruistic of any organization I have 
ever come in contact with. I have sat on 
a number of welfare boards, civic bodies, 
and the like at various times; but I have 
positively never known any other organiza- 
tion with such a broad interest in the gen- 
eral good. 

“The accomplishments of the Association 
since its organization just ten years ago 
have been many. It has been active, per- 
haps to the greatest extent, in matters of 
legislation. Frequently, of course, legis- 
lative bodies which have under considera- 
tion matters of entirely separate significance 
will consider bills that would be opposed 
to the welfare of the investment world—of 
investors, that is, as well as of investment 
houses. The existence of the Investment 
Bankers Association has made it possible 
to bring weighty influence to bear to shape 
such legislation. 

“We suppose the Association has not 
contented itself with being a negative force 
for good in matters of legislation, Mr. 
Beebe?” 

“Not by any means,” was the emphatic 
reply. “The Association has been remark- 
ably successful in proposing constructive 
legislation and helping to secure its enact- 
ment. In the matter of fraudulent secur- 
ities, for example, it has put its whole 
weight and influence at the disposal of the 
proper authorities; and although the As- 
sociation is not entirely in accord with 
some of the legislation that has been 
adopted in this regard, nevertheless there 


is no doubt that progress has been made. 

“Another subject the Association has 
been actively interested in has been the 
matter of legislation affecting Municipal 
and State financing, for improvements, 
public works, and so forth. Real progress 
has been made toward convincing munici- 
palities, for example, of the wisdom of 
financing improvements in such a way that 
the payment of their cost will not outlive 
the improvement itself. Then, too, we have 
given much attention to the matter of 
State and municipal indebtedness, striving 
to help keep it within reasonable bounds 
and where it can be met without unduly 
burdensome taxation.” 

Mr. Beebe says that the Investment 
Bankers Association is endeavoring to es- 
tablish a national code of ethics for Invest 
ment Houses throughout the United States, 
and that much good will result: 

“Distance and different customs have led 
to different ways of doing business. In 
order to handle the big issues of bonds and 
nationally distribute them, it is essential 
that the various dealers act in concert in 
all particulars.” 

“A case of standardizing the standards, 
perhaps, Mr. Beebe?” suggested the inter- 
viewer. 

“Exactly!” replied the next president of 
the I. B. A. 

It was suggested to Mr. Beebe that 
readers of THe MAGAZINE oF WALL STREET 
would probably be interested to know 
what type of financial houses compose the 
membership of the Investment Bankers 
Association. 

“The qualifications for membership,” was 
the reply, “are as stringent as we can make 
them. Every effort has been made to keep 
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Remick Hodges & Co. New York, Former 
President, Investment Bankers’ Assn. 





our membership representative of nothing 
but the best in Investment Banking circles. 

“A house applying for membership must 
live up to certain set qualifications. For 
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Durant Assails Reserve Banks 


Builder of General Motors Corporation Blames Banks for Business Depression 


in the public imagination. The 

man on the street knows of him 
and knows about him. Durant’s early 
business struggles; his meteoric rise; the 
immense increase in the importance and 
value of his holdings—all these are com- 
mon knowledge. 

He is regarded, everywhere, as_ the 
builder of the General Motors Corporation. 
The sales of the General Motors increased 
from 59,000 cars in 1914 to over 400,000 
éars in 1919. The market price of its 
shares soared to above $400. Net sales 
valued by the General Motors Co. at less 
than $42,000,000 in 1911, amounted to 
$567,000,000 for the General Motors Cor- 
poration in 1920. 

The man on the street gives Durant 
credit for this miraculous success. Al- 
though he knows that Mr. Durant later 
lost control of his industrial gold-mine, 
the man on the street sets that down as 
a matter entirely separate and apart, and 
being in no way a reflection upon the little 
Napoleon’s business acumen and capacities. 

Therefore, when William C. Durant 
makes a public statement, in which he 
traces what he, Durant, considers the main 
factor in the current industrial depression, 
the man on the street sits up and takes 
notice. Where the remarks of people 
whose duty it is to speak are skimmed 
over hastily and allowed to make no pro- 
found impression, the remarks of the man 
who once beat the house of Morgan are 
read and re-read, and talked about. 


What Durant Says 


Durant’s statement, made while he was 
in Detroit a while ago, does not mince 
words. It leaves no doubt as to the 
speaker’s meaning. 

Mr. Durant was asked, “What is the 
matter with business, and. what is the 
remedy ?” 

He replied: 

“There are many contributor) causes, 
but the trouble, and we are in real trouble, 
is largely financial. Regardless of reports 
to the contrary, and cheering articles ap- 
pearing regularly in print, business is not 
good. 

“The bankers of the country have for 
months past been in a ‘state of mind,’ 
the attitude of the Federal Reserve Bank, 
with respect to discount rates and extension 
of credits, being very largely responsible 
for it. We have for months past been en- 
joying (?) a ‘bankers’ panic’ and until this 
panic has run its course, nothing that the 
business men of the country can do or say 
will improve the situation. 

“Our merchants and manufacturers who 
are today struggling with the problems in- 
cident to this trying period of readjustment 
need encouragement and fair treatment, and 
the bankers who hold the key to the situa- 
tion should and must take the initiative. 

“We cannot hope for better times until 
money for legitimate business, not specula- 
tive purposes, can be obtained at reasonable 
rates, and credit, where properly safe- 
guarded, is available in generous measure. 
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Wn ee C. DURANT has a place 


“The Federal Reserve Bank at this 
critical time should encourage, rather than 
discourage, the extension of credit and 
should reduce its discount rate to 3 per 
cent. Quick, decisive, courageous action 
on the part of the Federal Reserve Bank 
would, in my opinion, very materially im- 
prove the situation, would hearten our busi- 
ness men and set in motion the wheels of 
commerce and industry. 

“For the purpose of relieving the pres- 
sure in times of stress, and preventing 
money panics, the government created the 
Federal Reserve Bank. It is a well-known 
fact that high grade, progressive, solvent 
concerns in need of money to carry them 
through the readjustment period have been 
paying most outrageous commissions and 
bonuses for the accommodation (in some 
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cases the terms have been almost confis- 
catory), while the Federal Reserve Bank, 
with full knowledge, stands idly by and 
permits this outrageous profiteering to con- 
tinue. 

“The Federal Reserve Bank has the 
power to stop profiteering in money, and 
its failure to do so is very largely re- 
sponsible for the general business paral- 
ysis, the surrender of many of our splendid 
industrial institutions to the greedy money 
vultures resulting in the present conditions 
of discontent, unrest, and its resultant vast 
army of unemployed.” 


The Other Side 


There are two sides to every question. 
No single question, however, has its two 
sides more violently and diametrically op- 


posed than the question Mr. Durant raises 
in his quoted statement. 

That question is, “Is the Federal Reserve 
Board, or are the Federal Reserve Banks, 
responsible for credit stringency? And do 
they control the loans which member 
banks make their customers?” 

If the answer to the question is in the 
affirmative, then the Federal Reserve sys- 
tem has grave charges to answer for. If 
in the negative, the popular practice of 
putting the blame on the system might 
as well be discontinued. 

We know of no more direct answer to 
this question than a “typical case” de- 
scribed by Governor W. P. G. Harding in 
his speech at the “Made-in-Carolinas” Ex- 
position, to which it is no breach of con- 
fidence to say he recently called the atten- 
tion of the writer of this page. Said Mr. 
Harding: 

“In another state, not in this Federal 
Reserve District, there is a national bank 
which has, for a long time, been a large and 
continuous borrower at the Federal Re- 
serve Bank, the amount of its rediscounts 
being several times greater than its capital 
stock and its fair proportion of the loan- 
able funds of the Reserve Bank. It seems 
that this bank has made frequent promises 
to reduce its discount line to a more reason- 
able sum, but as it collected notes it 
would constantly send in others for re- 
discount. 

“I hold in my hand a notice that this 
bank appears to have been sending to some 
of its borrowing customers, which reads 
as follows: 

“*Your note for $ — falls due ————. 

“‘Our FEDERAL RESERVE BANK owns 
this note, having rediscounted it for us. As it 
has been renewed several times, they are IN- 
SISTING ON A PAYMENT of $ — or 
more. It is ABSOLUTELY NECESSARY to 
arrange this note on the day of its maturity. 
Yours truly, ey Cashier.’ ” 

“The cashier of this bank,” continued 
Governor Harding, “recently wrote the 
Federal Reserve Bank as follows: 


“*We wish to assure you that we appreciate 
your a could not have gotten along with- 
out it. e€ are more anxious to reduce our line 
than you are to have us do it. To show you how 
desirous we are to get our line down, I am en- 
closing a notice which we have lately gotten out 
and which is producing excellent results. * * * 
Now be patient with us just a little longer, and 
we will show you that we can reduce our line 


to a respectable size. We thank you just the 
same.’ ” 

“To this the Federal Reserve Bank re- 
plied promptly : 


“*We are pleased to note from your letter of 


September 9th that you anticipate being able be 
fore very long to materially reduce your pe 
borrowings from us in a gradual manner. We do 
not, however, feel that you are justified in send- 
ing a notice to borrowing customers as per the 
form which you enclosed, as it makes statements 
which are entirely uncalled for. The ers that 
you have had under rediscount wi us and 
which we accepted as being eligible in order to 
extend to you needed aid, represent loans that 
the officers of your bank have passed upon from 
the standpoint of the credit worth involved, and, 
no doubt, with consideration as to their collecti- 
bility when due, and, therefore, when the time 
comes for making collections, it would seem that 
being conversant with local conditions, ways an 
means for making collecticn could devised by 
the same officers without laying the burden upon 
the Federal Reserve Bank. This bank has never 
set. forth to your institution what loans it should 
or should not make, nor has it stated that any 
particular note or notes that it has held under 
rediscount from your bank should be collected. 
We have extended accommodation to you over a 
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Roumania 


One of Largest and Potentially Strongest of Continental Nations—Currency Seems 


Unduly Depressed 


By PRINCE BIBESCO 


Roumanian Minister in the United States 


EDITOR’S NOTE: This is the fourteenth of our “‘New Prosperity” series, dealing with the financial 
and industrial position of the countries of the world. Previous articles, in order of publication, dealt with 
the situation in Denmark, Norway, Brazil, Peru, Sweden, Italy, Greece, France, Belgium, Germany, Japan, 


Mexice and Czechoslovakia. 


the authorities in each country who were best qualified to speak. 


OUMANIA has issued from the war 
as one of the largest and poten- 
tially richest and strongest coun- 

tries of the continent. She more than 
doubled her territory—adding to the 137,- 
903 square kilometers of the old kingdom 
the 156,341 square kilometers of Rouman- 
ian lands that were formerly under Hun- 
oo. Austrian and Russian sovereignty. 

er population, also, has more than dou- 
bled ; before the war it was 7,800,000 souls ; 
today it is 16,500,000 souls. The Rou- 
* manian race is one of the most prolific in 
Europe. Before the war in the old king- 
dom the mortality amounted to 33 per 
thousand a year; the birth rate was 36.1 
per thousand; thus there was an increase 
of 3.30 per thousand. In Transylvania, 
one of the provinces acquired from Hun- 
gary and populated overwhelmingly by 
Rowmanians, the yearly excess of births 
over deaths was 10 per thousand. Race 
suicide is thus not a Roumanian problem. 
Since 1886 Roumania has been a constitu- 
tional monarchy, with a basic law modeled 
after that of Belgium. The ministry is 
responsible to Parliament, consisting of 
the Senate and the Chamber of Deputies. 
The organization of the old kingdom has 
been extended to the provinces acquired 
in the war. 


The Budget 


The general budget of Roumania has 
shown since 1902 a constant excess of 
receipts over expenditure. 

The estimated revenue for 1916-1917, 
the year in which Roumania entered the 
war on the side of the Allies, was 645,- 
719,300 lei, but only 379,000,000 lei could 
be collected, whilst expenditures amounted 
to 1,027,000,000 lei, the deficit in the budget 
being thus- 648,000,000 lei. 

In the following years no regular budget 
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was made up in Roumania, as two-thirds 
of the country was under enemy occupa- 
tion, The budget of the preceding year— 
1916-17, was continued as a matter of 
form, Table herewith shows the abnormal 
budgets to 1920. 

Out of this deficit of 5,462,000,000 lei, 
4,443,000,000 was covered by successive 
loans, 

The budget for 1921-22 recently passed 
by the Chamber and established by the 
Minister -of Finance, M, Titulesco, is 
divided into two sections, the ordinary 
and the extraordinary budget. The former 
consists of expenses of 5,020,000,000 lei 
and receipts of 5,220,000,000 lei, the latter 
of expenses and receipts of 2,500,000,000 
lei. Administration expenses have been 
reduced from 6,099,500,000 lei in 1920 to 
4,866,000,000 for this year. A_ notable 
reduction is that of the cost of the Minis- 
try of War, which, previously figuring for 
2,150,000,000 lei, is now only 154,000,000 
lei. 

An important item of the expenditure— 
important not so much because of its 
amount as its scope, is the 89,175,748.80 
lei appropriated for use by the so-called 
Agrarian Committee, the body in charge 
of the distribution of land among the 
peasantry. Of this distribution, which 
takes place under the provisions of The 
Land Reform Law, more will be said 
later. 

The ordinary budget shows a deficit of 
200,000,000 lei. The budget law allows 
the Government complete and absolute 
liberty in the selection of the most op- 
portune and suitable means by which this 
deficit can be covered, 


Public Revenues 


A complete new program has been in- 
troduced by the Minister, which should 


As in the case of the following discussion, the entire series was compiled by 


result in greatly increased returns. An 
increase from 4,640,187,000 to 5,009,237,000 
lei is estimated. 

The new system of taxation proposed 
by M. Titulesco comprises a tax on 
capital of 10,000 lei and over. This tax 
is to be spread over a period of 10 years, 
and on capittal of 10,000 lei the charge 
will be 300 lei. According to the pro- 
gressive scale, a fortune of 20,000,000 lei 
would pay 4,000,000. 

A stamp tax on transferable securities 
was adopted. 

An income-tax is to be imposed in four 
categories, 15% on unproductive incomes, 
12% on productive capital, 6% on salaries, 
10% on professional emoluments. 

Death duties are to be imposed, accord- 
ing to a scale varying with the material 
position of the legatees and a compre- 
hensive system of luxury taxation has also 
been drawn up. 


The National Debt 


The national debt of Roumania 
amounted to 27,310,000,000 lei on April 
1, 1921, of which 20,510,000,000 lei repre- 
sents the actual public debt, composed as 
follows: Consolidated internal debt, 3,730,- 
000,000 lei; internal floating debt, 13,150,- 
000,000 lei; consolidated external debt, 
1,550,000,000 lei; external floating debt, 
2,880,000,000 lei. Of this total 16,610,000,- 
000 have been borrowed since the war. 
The foreign debt is estimated at a pre-war 
rate of exchange— i.e, £ sterling equals 
25,225 lei. 

To these debts must be added 4,000,- 
000,000 lei, the share of the debt of 
Austria-Hungary taken over with the new 
territory allotted from the old Austrian 
Empire; also 1,000,000,000 lei for requisi- 
tion bonds in circulation and 2,000,000,000 





lei-for credits granted for 1920-22 and not 
yet mobilized. 

The floating debt abroad, of which the 
majority falls due at the end of March, 
1922, comprises: With France, 955,600,000 
f.; with Belgium, 57,700,000 f.; with 


out the slightest addition of chemical fer- 
tilizers. The climatic conditions permit 
cultivation of a large variety of plants; 
the most important products, however, 
are wheat and corn and other cereals. 
The arable land of the old kingdom 
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TABLE I—ABNORMAL BUDGETS 
Actual expenditure 
1,027,000,000 
787,000,000 
1,846,000,000 
4,127,000,000 


7,727,000,000 


Date Actual revenue 














Switzerland, 2,000,000 f.; sterling, £33,- 
700,000; lire, 100,900,000; dollars, 93,600,- 
000; German marks, 70,000,000; Swedish 
crowns, 6,200,000; Czecho-Slovak crowns, 
285,000,000; Portuguese crowns, 900,000; 
pesetas, 28,900,000. 

This debt is essentially composed of 
Treasury Bonds, and on March 1 last the 
total of these in circulation abroad was 
estimated at 136,552,983 lei for those ex- 
piring on March 31, 1921, 815,569,400 lei 
for those expiring March 31, 1922, and 
1,158,310,008 lei for those expiring after 
1922. 

Thus France appears as the principal 
creditor of Roumania. In addition, must 
be added various loans, such as that of 
200,000,000 f. in Paris, £22,000,000 in 
London, and 10,112,500 lire in Italy. As 
the internal circulation of these bonds 
amounts to 12.5 milliards, the dangers of a 
large floating debt are added to by the 
fact that these bonds can be used for ex- 
change speculations. To remedy this M. 
Titulesco has decided not to issue any 
Treasury Bond without his express au- 
thorization. He intends to prevent Rou- 
manian holders from speculating on the 
foreign market, and thus depreciating the 
exchange. An adjournment of two years 
for the redemption of the bonds on London 
and Rome has just been obtained with an 
interest of 814%. 


Foreign Credits 

The foreign credits of Roumania are as 
follows: 15,200,000,000 lei on Russia, 
guaranteed by the Allies; 5,000,000,000 
lei on the ancient Austrian Empire, for the 
exchange of 8,500,000,000 crowns; 30,000,- 
000,000 lei on Germany, plus 80,000,000 
gold marks for the National Bank and 
2,170,000,000 lei gold for the withdrawal 
of notes of the General Bank of Rou- 
mania, issued by the German adminiStra- 
tion during the occupation. 

The National Bank possesses gold stock 
to the value of about $100,000,000 in Mos- 
cow, whereto it was taken during the 
war lest the Germans should seize it. 

The Roumanian share of the German 
reparations has not yet been definitely 
fixed. There is further a credit, as yet 
unfixed, on Great Britain for the destruc- 
tion, during the war, of oil wells and 
machinery before the German advance. 


National Resources 


1. Agriculture: Roumania is one of 
the most fertile countries in the world, 
and agriculture forms the most important 
branch of production. There are large 
tracts of black earth, the richest soil 
known, which yields abundant crops with- 
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amounted to 6,084,256 hectares. This was 
increased by the acquisition of the new 
provinces to 14,591,058 hectares. The fol- 
lowing table, based on after-war figures, 
and expressed in hectares, shows the ap- 
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plication of cultivated land to different 
purposes : 
Per cent 
14,591,058 44.2 
2,312,426 7.0 
191,124 0.6 
6,715,731 20.4 
3,517,525 10.7 


Arable land .... 
Meadows 
Vineyards 
SRE a nie.c4 unin 
Pasturage 


that before the war the needs of the popu- 
lation were covered by the produce of less 
than half of the arable land; thus, crudely 
speaking, over 50% of the agricultural 
products were available for export. But, 
as a result of the war, the arable territory 
has increased by 139.8%, while the popu- 
lation has merely doubled. Thus the ex- 
porting capacity of the country has ob- 
viously increased to a considerable extent. 

Similarly, the areas occupied. by vine- 
yards and forests respectively have trebled 
as a result of the new territorial ac- 
quisitions. 

2. Wheat——Wheat is the most im- 
portant branch of agriculture in Rouw- 
mania. In normal times the country pro- 
duces a very considerable surplus over 
internal consumption, and is one of the 
largest exporters of wheat in Europe. 

The annual production of wheat in the 
old kingdom averaged 30,018,300 hecto- 
litres in the years 1910-14. The average 
crop per hectare was 16.5 hectolitres in 
1915, and 19.8 in 1916. 

In the case of the large estates, where 
better seed and better methods were avail- 
able, the average rose to 22 hectolitres per 
hectare. 

Before the war, when the yearly crop 
averaged thirty million hectolitres, it was 
possible to export over 1,000,000 metric 
tons of wheat a year. Today, when the 
area of production has more than doubled, 
the exportable crop will be at least two 
million metric tons, for the needs of the 
population have hardly doubled. Before 
the war Roumania was the fourth wheat 
exporting country in the world, ranking 
after Russia, Canada and the United 
States. Today she ranks as the first wheat 
country of the old world. 

Roumanian wheat is recognized as being 
of superior quality. 

3. Corn.—Before 1916 corn occupied 
the largest portion of the arable territpry, 
the average for ten years being two million 
hectares, or about 16% of the country’s 
total surface and 40% of the arable land. 
There is a tendency of increasing the whéat 
area at the expense of the corn area; 
nevertheless the maintenance of a large 
corn crop is assured for years to come, 
as cornmeal forms the principal article -of 
the people’s diet. 

4. Stock Raising —Roumania has al- 
ways been a typical stock raising country. 
The wealth of the country in horsés, 
cattle and sheep has been extolled by 
foreign visitors many centuries back. Dur- 
ing the past century a considerable portion 
of the mounts for the Prussian and Ans- 
frian armies were purchased in Roumania. 











TABLE II—PRODUCTION OF OIL DERIVATIVES 


1914 1915 
245 1,680,897 1,580,981 


896,865 
352,682 
100,047 
807,276 











The remaining 98,568,116 hectares, 
amounting to 17.1% of the toal, are oct- 
cupied by buildings, ornamental gardens 
or else are uncultivable. 

In order to gauge the possibilities of 
agricultural exports one must bear in mind 


The present status of livestock in Greater 
Roumania.is as follows: 


2,763,173 
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An extensive policy for improving and 
increasing the livestock is now being 
formulated by the Ministry of Agriculture 
in connection with the establishment of 
small freehold farms under the land re- 
form law. 

4. Forests and Lumber Industry.— 
Roumania possesses a wooded area of 
7,019,775 hectares, which corresponds to 
about 25% of the total area. The pro- 
portion of the different kinds of wood is 
as follows: 


Hectares Pct. 
Resinous (pine, fir, etc.) 2,105,933 30 
Beech 3,509,877 50 
Oak and other foliates.. 1,403,965 20 


7,019,775 


The annual production amounts to 10,- 
500,000 cubic metres of lumber; the pro- 
portion available for exportation is over 
3,000,000 cubic metres, or 150,000 carloads. 

Lumber mills and industrial enterprises 
based on Jumber production (furniture 
factories, paper and cellulose, resin, etc.) 
represent a capital of 500,000,000 lei, or 
three times as large in Greater Roumania 
as in the old kingdom. 

The power engaged in these industries 
amounts to 50,000 H.P., generated by the 
burning of lumber waste and oil products 
and by waterfalls. 

The yearly production of lumber 
amounts, at present, to 2,000,000,000 lei. 
The lumber industry ranks as third in 
importance, following cereal production 
and cil; as to the number of people em- 
ployed, it will before long rank as first. 

5. Oil—Among the minerals produced 
in Roumania, oil is the most important, 
both from the point of view of domestic 
economy and that of foreign trade. 

Before the war the value of the total 
exports amounted to 670 million lei, out 
of which 448 millions represented cereals 
and 131 millions, oil, lumber ranking next. 

In the world production of oil Rouma- 
nia occupied, in 1914, the fourth rank with 
1,783,940 metric tons out of a total of 53,- 
807,048, or 3.3 per cent. 

The expanse of actually exploited oil 
fields is about 2,500 hectares in the dis- 
tricts of Dambovitza, Prahova, Buzeu and 
Bacau. The total of petoliferous lands is 
estimated at about 20,000 hectares. 

In 1914 there were 908 productive bores 
and 380 bores just started; 562 productive 
wells and 224 wells under construction, 
besides a number of bores and wells 
abandoned temporarily or definitely. 

These oil works were owned by 155 
concerns, out of which 75 represented 96 
per cent of the total production. The 
stock in these 75 companies was mostly 
held by foreigners. The remaining 80 
concerns were Roumanian-owned and rep- 
resented 7% of the total production. 

The richest oil fields are in the district 
of Prahova (90% of the total production). 

The distilling and refining, etc., of oil 
was carried on, in 1916, by 63 plants with 
capacities covering a wide range. 

Before the war the total capacity of 
these plants was 4,593,474 tons, of which 
only about 30% was actually utilized. 

The production of oil derivatives was as 
shown in Table II, herewith. 

A large part of the total product is used 
in domestic consumption for the needs of 

(Continued on page 944) 
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MEXICO 


The Land of Golden Promise 
By JOHN CLAUSEN 


| 
| 
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Vice-President and Director, The Mexico City Banking Corporation, S. A.; 
Member Permanent Group Committee for Mexico Inter- 
American High Commission, Washington, D. C. 


T has been truthfully acclaimed 
that, “Mexico is the treasure 
house from which will come all 

the gold, silver, and precious stones 
that will build the empire of to- 
morrow.” 

There is hardly a region, except 
perhaps the lowlands along the 
coasts, where gold or silver is not 
found. Mexico ranks next to the 
United States in the production of 
copper; the largest sulphur deposits 
in the universe are lying idle, and 
valuable tin beds and coal fields of 
vast proportion are awaiting ex- 
ploitation. It ranks second in oil 
production, but by far leads in that 
industry because of the greatest 
demonstrated supply. While some 
authorities have voiced the opinion 
that its lead mines are on the verge 
of exhaustion, others confidently 
claim that there still remains mil- 
lions of tons of exceedingly rich ore 
which can be worked at a very low 
cost. 

Great as are Mexico’s mineral re- 
sources, they do not compare with 
the possibilities in soil production. 
With an area of 767,290 square 
miles—three times as large as all 
of Central America and the West 
Indies combined—and a population 
of a little less than sixteen million 
people, Mexico has more sugar cane 
land than Cuba, and yet only pro- 
duces 3 per cent as much sugar; it 
has more citrus fruit land than the 
United States and Italy combined; 
more pineapple land than Hawaii; 
more tobacco land than the West 
Indies; more cocoanut land than the 
Philippine Islands; more banana land 
than Central America; more corn 
land than any other country except 
the United States. It produces more 
coffee a year than any other coun- 
try aside from Brazil, and the grow- 


practically unlimited virgin forests 
are immeasurable. 

Mexico is rich—immensely rich— 
and few countries have equal re- 
cuperative powers. Its development | 
once set in motion will push forward 
at an amazing pace and will offer 
greater opportunities than any other 
country in the world. Authoritative 
figures show that its area of na- 
turally productive agricultural lands 
is sufficient for the maintenance of 
more than five times its present 
population. 


Spirit of Pan-Americanism 


The Monroe Doctrine offers the 
greatest possible protection to Latin 
American Republics from foreign 
aggression, and while in some quar- 
ters it may be viewed as a scheme 
to give the United States political 
and commercial domination in the 
Western Hemisphere, a great deal of 
this feeling can be attributed to the 
patronizing way—well-meaning, it is 
true—sometimes carried by Ameri- 
cans into their commercial dealings 
with the peoples of Latin America; 
but whatever may be said of this at- 
titude, there can be little doubt of 
the unselfishness of purpose of the 
United States in its relations with 
Mexico and other Latin American 
Republics. 

It is the outgrowth of a common 
devotion to democratic ideals which | 
gives the peoples of all the Ameri- 
cas the confident assurance that the | 
aim is not that of exercising power, | 
but rather a fervent desire to foster | 
friendship and unity. There is 
much in an ideal, and the ideal of 
Pan-Americanism is on the eve of 
bearing greater fruit than it has ever | 
borne before. Vast opportunities | 
for greater achievement are open to | 
us all, and it is essential that the 
Americas, individually and collec- | 
tively, continue expanding their 
wealth and in this manner lay a firm | 
foundation for an interchange of | 
< cial relations among them- 





ing of cotton is of no less imp 





tance than its rubber production 
and sisal hemp industry. Next to 
China and the East Indies, the United 
States depends upon Mexico for her 
supply of goat skins to meet the 
ever-increasing demand for boots, 
shoes and gloves. The wealth of her 


selves. 

Good will and mutual esteem 
have invariably followed commercial 
interchange among nations and it 
is the privilege and duty of all the | 
American Republics to counsel to- | 
gether for their mutual benefit. 




















How Withdrawal of American Banks Has 
Affected Our Foreign Trade 


What Led Our Banks to Withdraw—Time for Vigorous Methods 


TTENTION was called, at the re- 
cent meetings of the American 
Manufacturers’ Export Association 

as well as on other occasions, to a strik- 
ing development in American banking 
which has become evident within the past 
few months. This is the steady with- 
drawal of American banks from the 
foreign field, and the reduction of their 
commitments, not only with respect to 
foreign currencies but also with respect 
to, the foreign trade paper of American 
liouses. The situation is easily understood 
hy one who has followed carefully the de- 
velopments in our foreign trade situation 
since the beginning of the war. Under- 
standable as the tendency is, however, the 
danger which it involves is more evident 
as the facts in the case are more thoroughly 
perceived and understood. What has 
happened has been approximately this: 


History of Foreign Trade Financing 


Before the war and before the adoption 
of the Federal Reserve Act, American 
foreign trade financing was carried on 
very largely by British banks. True, 
American banks did lend largely to ex- 
porters and importers, but the actual 
routine of opening credits and conducting 
the technical work of financing foreign 
business was predominantly in the hands 
of British, and to some extent, other 
foreign banks who were correspondents 
of New York banks. Interior banks 
usually applied to a New York correspond- 
ent to arrange Such matters for them; ang 
the New York correspondent, in most 
cases, had the actual work done by a 
British bank which opened an export or 
import credit or undertook an acceptance 
agreement. 

It should be repeated once more that 
in making this statement it is not intended 
to assert that there was no foreign trade 
financing here, but merely that our banks 
had but little in the way of actual foreign 
connections and were disposed to rely 
upon the aid of foreign institutions, es- 
pecially where any question of credit 
ratings of foreign borrowers was involved. 
Thus it had come about that probably not 
more than about seventy-five American 
banks had any direct relations with foreign 
banks, all other American institutions 
operating through this small number of 
correspondents, while it was also true that 
even among these seventy-five banks there 
were not more than a mere handful which 
had any branches of their own in foreign 
countries. 

When the Federal Reserve Act was 
adopted, it provided for the making of ac- 
ceptances and also permitted foreign 
branches to be established under certain 
restrictions. Later legislation authorized 
the creation of foreign trade banking cor- 
porations and still later (1919) of the 
so-called “Edge Act” corporations. Dur- 
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ing the early years of the war, there was 
a very cautious development of our foreign 
financing, foreigners being required to 
furnish cash in New York against docu- 
ments. After the “pegging” of exchange 
had been provided for foreign operations 
became less hazardous, and our banks went 
more freely into the business. We also 
established a good many branches in the 
West Indies and South America and our 
special foreign trade banking corporations 
operated largely in the East. After the 
“pegging” of exchange had been suspended 
(1919) there was, however, a backward 
movement, and we soon reached the point 
where our banks became indisposed to 
continue the financing they had been doing. 
They gradually sought to withdraw from 
operations which involved the carrying of 
risks in foreign countries, but they still 
continued to lend largely to American 
houses which were engaged in foreign 
trade. In other words, they allowed the 
American houses the use of their capital 
provided that these houses would guar- 
antee the risk. 


Reaction in Business 


When the period of severe business 
reaction and price decline set in some 
eighteen months ago, followed as it was 
toward the close of 1920 by heavy can- 
cellations of foreign orders, there was a 
backward movement of unpaid drafts 
which were promptly charged by banks 
to the account of their customers in this 
country. These exporters in many cases 
soon found themselves embarrassed, not 
a few of them went out of business, while 
others which were deep in the books of 
the banks were carried by the latter, who 
thus found themselves obliged after all 
to tie up large amounts of money in what 
were practically foreign operations. At 
the same time, our foreign trade banks 
had not been succeeding very well and 
some of them incurred heavy losses, while 
still others were seriously “tied up” with 
paper drawn by foreign makers. 

Altogether, the situation was somewhat 
discouraging, and a little less than a year 
ago, at the time when moratoria were 
frequent abroad and when cancellation of 
contracts was the order of the day, our 
banks began definitely to withdraw from 
financing export trade in any form. This 
was probably a change for the better, had 
it not been carried too far, but like other 
movements, when it got under way it 
acquired a kind of momentum. As a 
result during the past three or four 
months various foreign trade banking 
concerns have either been disestablished 
or reached the point where their own- 
ers are inclined to close them, while 
there has been an immense reduction in 
the foreign trade and foreign exchange 
staffs of the various banks in New 
York, and as near a total abandonment 


of commitments on foreign paper as 
circumstances will allow the banks to 
arrange for. 


Effect on Trade and Exchange . 


Of course the effect of this refusal to 
finance foreign trade has been very serious 
It must be regarded as primarily respon- 
sible for the immense inward movement 
of gold which started at the beginning 0! 
this year and has continued to the present 
time. Foreign trade corporations in other 
countries unable to get credit here, and 
finding also that their own bank credit 
was not acceptable here on account of the 
depreciated position of their currencies 
have resorted to the plan of shipping to 
this country gold to cover their most im- 
mediate needs. The result has been an 
enormous inflation of the bank reserves 
at a time when such inflation was decidedly 
dangerous, and a corresponding call for 
credit inflation by the borrowers in the 
interior of the country. 

On the other hand, the refusal to grant 
foreign credit has not only increased the 
inflow of gold but has also tended to 
make foreign countries more desirous of 
floating bonds in this market than they 
would otherwise have been. There has 
been an increase in the amount of bonds 
offered, and this increase would have been 
even more pronounced, had it not been 
for the fact that there was difficulty in 
securing the absorption of such bonds 
beyond a very moderate figure. On the 
whole, however, the tendency has bee: 
to shift the financing from commercia! 
banking channels into investment channels 
One effect of such action has been that 
of tending to keep the rate on lonz- 
term investment paper very high, and 
thus to prevent the recovery by our 
older bonds. of their former values at 
rates that might otherwise have been 
expected to be realized. 


Effect on Domestic Paper Market 


One effect of the action of American 
banks in withdrawing from the financing 
of foreign trade has been to influence the 
domestic paper market in an important 
way. As is well known, there has been 
heavy falling off of bankers’ acceptances 
during the past year, this decline at one 
time being estimated as high as about 40% 
of the maximum previously attained. | 
is not possible to state how much of this 
decline was in domestic and how much 
in foreign acceptances, nor how much of 
it was due to the mere fact of price de- 
clines and how much to an actual retire- 
ment from the export trade, but the latter 
was undoubtedly a factor of some import- 
ance. 

This is another way of saying that the 
withdrawal of our banks from the finan- 
cing of foreign trade is inevitably reduc- 
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ng the volume of American acceptances 
iffered in the New York market and in 
ther markets throughout the United 
States. The maximum level reached by 
the acceptances of American banks may 
have been about $700,000,000, a figure 
which makes it clear that any marked re- 
ijuction in the total volume offered will 
ut it out of the question to use the ac- 
-eptance very long as a basis for the in- 
vestment of fluid funds of American banks. 
This: situation is greatly emphasized by 
the rapid reduction in the amount of the 
portfolios of Federal Reserve Banks. 

It has been supposed by some that, in 
the absence of active rediscounting, Federal 
Reserve Banks would, when a normal con- 
_ dition of the paper market was restored, 
ind their principal field of investment in 
nankers’ acceptance paper. They certainly 
will not do so should the habit of buying 
acceptances become widely diffused among 
country banks even in the eastern part of 
the United States at the same time that 
a sharp reduction in the total volume of 
such acceptances takés place. On the other 
hand, it is not likely that the domestic 
acceptance will develop in a way to take 
the place of the foreign acceptance. The 
domestic acceptance has been unsatisfac- 
tory thus far, and it is only the foreign 
acceptance that has kept the general move- 
ment for the use of bankers’ acceptances 
going. Undoubtedly, therefore, we must 
conclude that the steady withdrawal of 
American banks from the financing of 
foreign trade and their reluctance to invest 
in paper growing out of foreign trade 
necessarily implies a very substantial de- 
cline in the efficiency of the discount 
market in the United States. 


Growth of Call Lending? 


This prospect raises an interesting ques- 


tion,—namely, whether the practice of 
using bank reserves in call loans on stock 
exchange collateral will again become as 
widely diffused and as extensive as in 
former years. The assumption has been 
that the working of the acceptance market 
would tend to withdraw bank funds from 
stock exchange operations by providing 
an alternative, and on the whole more 
liquid and quite as remunerative, form 
of investment for the holding of the 
secondary reserves of banks. This may or 
may not prove to be the case. _The decline 
of the acceptance market, however, at 
least removes the competition which the 
call market has been feeling and will cor- 
respondingly tend to increase the drift of 
bank funds into the stock market by 
making the demand for them—actual or 
potential—in other directions, decidedly 
less active. 

Whether the shift of bank funds will be 
sufficient to alter the conditions of lending, 
and especially the rates on call loans or 
time funds, is still uncertain and quite 
obviously cannot be predicted with any 
degree of assurance. It is, of course, 
possible that there will be a backward 
swing and that foreign trade paper will 
again make its appearance in a more 
abundant quantity in our market before 
many months have passed. Should it do 
so, the possibilities that are herein con- 
sidered would, of course, disappear to the 
extent that the acceptance market based 
on foreign trade revived. This, however, 
is for events to determine. 
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Emil Gluckstadt 


President of the Agricultural Bank of Copenhagen, the largest bank in Scandi- 
navia, with a paid-in capital of 100 million Kroner (about $27,000,000). 

The “Landmansbanken,” which. by the way. will be 50 years old this month, 
is well known in the United States because Mr. Gluckstadt, on behalf of the Danish 
Government, conducted the negotiations for the various Danish loans in this country. 
Mr. Gluckstadt had his first training in the banking business in the National City 
Bank. New York, the very bank which later placed the Danish bonds in the United 


States. 


Mr. Gluckstadt is considered one of the ablest financiers of Europe. At the 
International Financial Conference in Brussels, September, 1920, he made a speech 


that was quoted all over the world. 


In the spring of this year, Mr. Gluckstadt was asked by the Supreme Council to 


go to Austria to straighten out that unhappy 
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try’s ial tangles. 





Purchase of Foreign Acceptance 


Meantime foreign banks are still in the 
market with their acceptances. They are 
not retiring from the financing of foreign 
trade. It is true that the acceptances of 
British banks show a substantial falling 
off as compared with their high point 
after the war but this falling off is quite 
evidently the result of the decline in prices 
and not the result of a marked change of 
policy as regards foreign trade financing. 
The tendency of American banks to get 
out of foreign trade financing is opening 
an unexampled opportunity to the branches 
of foreign banks in the United States. 
Many of them are already finding it easier 
to market their own acceptances than 
heretofore and are correspondingly better 
able to draw off capital from this market. 
Of course there is the same attitude on 
the part of some buyers of such paper that 
there is with respect to the acceptances of 
local banks, but on the whole it would 
seem that the acceptances of the larger 
British banks have not suffered very 
materially but are finding a good demand 
here. 

Particularly is this true of those foreign 
banks which have established branches in 
the United States through which they are 
marketing their acceptances. Where the 
acceptance line is not excessive the de- 
mand for such paper has continued fairly 
good. To the extent that such acceptances 
fill the gap caused by the decline of our 
own bankers’ acceptances the need for 
investments of this class is supplied and 
the secondary reserves of the banks are 


kept out of the stock market. It is a fact, 
of course, that the creation of such paper 
means the transfer of foreign trade back 
to foreign institutions, but that is another 
matter. 


It is, at all events, apparent that the 
change which has come over our foreign 
trade financing is one of very great sig- 
nificance. We are called upon to decide 
whether we wish to provide for a con- 
tinuance of foreign trade or whether we 
are willing to leave it to take its own 
chances, whatever these may be; whether 
we care anything for the financing of 
foreign trade itself or, on the whole, are 
inclined to leave that to other countries 
even in so far as relates to the financing 
of our own foreign trade; whether the 
development that has already been ob- 
tained in our discount market is worth 
the trouble involved in continuing’ and 
protecting it. 

Certain it is that neither the financing 
of foreign trade nor the trade itself wil] 
be provided for unless we are disposed 
to take vigorous measures. As for our 
discount market such growth as has 
had thus far has been the outcome of 
very careful nursing and of strenuous 
work. It locks now as if we were pre- 
paring to take, or indeed had already 
taken, retrograde steps which would go 
far toward neutralizing the efforts of 
the past few years. The situation is 
one that is well worth consideration not 
merely by bankers but by business men 
and manufacturers, particularly export- 
ers, in almost all branches of trade. 











HE investor who takes the trouble to 

examine the behavior of New York 

Stock Exchange securities, accord- 

ing to industrial groups, will notice that at 

least three different classes of stocks are 

out of line with the general market. These 

groups are the coppers, the public utilities 
and the domestic oils. 

The strength shown by the copper 
stocks, and their tendency to actually ad- 
vance or show decided resistance in the 
face of any general market declines, 
should demand particular attention, as it 
suggests that a more than transitory in- 
fluence is controlling this group. The 
fundamental influence at work is a 
gradually increas- 
ing demand for 
copper in the face 
of curtailed pro- 
duction, together 
with slow but 
definite progress 
toward the reduc- 
tion of the large 
unsold supplies of 
this metal. So far 
as increased de- 
mand is concern- 
ed, what is true 
of copper applies 
to the other base 
metals, and also 
silver. Therefore 
we have reason to 
look forward to 
gradual improve- 
ment in the posi- 
tion of these min- 
ing shares from 
now on, and 
more particularly 
the coppers. 

Copper, zinc, 
lead and_ silver 
have all taken a prominent part recently 
in the upturn of prices in the metal 
market. While this is of special inter- 
est to the investor and speculator in 
mining shares, it has even greater sig- 
nificance in that it may be taken as evi- 
dence that business conditions have be- 
come better generally in this country, 
and that trade recovery is not far away. 


Copper Shares in Good Position 

Investors for profit should not over- 
look the present position of the copper 
shares, for although only three of the 
prominent copper companies are paying 
dividends at this time, the speculative 
profits to be made through appreciation 
in market value of shares as they begin 
to discount future prosperity, are likely 
to far outweigh any considerations with 
regard to dividends within the next year 


Millions of 





Metal Markets Take Definite Turn for Better 


Pronounced Change in Situation Underlying Copper, Zinc and Lead—Metal Shares Appear 


Correspondingly Attractive 


or eighteen months. Even the investor 
whose chief consideration is the stability 
of his dividends cannot afford to over- 
look the position of the copper shares, 
for he knows from past experience that 
substantial copper producers have yielded 
a good profit, and that although he may 
have to wait a year or more for the re- 
sumption of his copper dividends, he is 
likely to be amply rewarded for his pa- 
tience eventually. 

There are definite fundamental reasons 
why the copper companies should do very 
much better in the future. One of the 
most important reasons of all is that 
the unsold supply of refined copper in 
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the United States, which has been the 
governing factor in the market for 
over a year, is beginning to melt away. 
At the present time the stocks of unsold 
refined copper probably aggregate not over 
670,000,000 Ibs., and if we add to this the 
available copper in the form of secondary 
metal, alloys and scrap, the total supply 
of copper may not be over 1,000,000,000 
Ibs. This is a substantial decrease over 
the supply of metal a year ago, according 
to all reliable estimates. 


Consumption Increasing 


For several months we have experienced 
the effect of curtailed production which 
at least prevented an increase in the un- 
sold supply, even when it was unable to 
reduce that supply. As business con- 
ditions have improved, and consumers of 
the metal have gained confidence, the de- 
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mand for copper has increased, and at the 
present time the total demand, both domes. 
tic and foreign, probably exceeds domestic 
production by more than 30,000,000 Ibs 
a month. As readjustment proceeds, this 
demand is more likely to increase than 
decrease. 

Here we have conditions that are as 
fundamental as it is possible to imagine, 
all working toward the improvement in 
the copper situation. The casual observer 
might jump at the conclusion that the 
present excess demand could not operate 
to bring about normal conditions in the 
copper situation for a period of at least 
two years. However, he would be over- 
looking the fact 
that even under 
normal condi- 
tions there is an 
unsold supply of 
copper on hand, 
varying from say 
300,000,000 Ibs. to 
350,000,000 Ibs. If 
we subtract this 
normal supply 
from present un- 
sold stock, and 
make reasonable 
allowances for in- 
creased demand 
in the face of im- 
proving business 
conditions, it is 
apparent that the 
present stocks 
will be reduced 
to normal in a 
little more than a 
year. 

It will be re- 
called that even 
after most of the 
large copper pro- 
ducers had shut down, the stocks of 
unsold metal continued to increase. 
This was not due altogether to a very 
rapid falling off in demand over this 
period of about three months; it could 
also be attributed to the fact that it 
requires about three months for cop- 
per produced at the mines to work 
its way through the refineries and into 
the market. Therefore, it should be borne 
in mind that the reverse situation will ob- 
tain when the large producers resume 
operations; in other words, that they may 
properly begin producing at the mines 
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again fully three months ahead of the time 
that unsold stocks become normal. Of 
course there are so many variable factors 
in the situation, that any such calcula- 
tion is hardly justified, but the point is 
made to indicate the possibility of early 
resumption of operations being justified. 


















Where Demand Is Coming From 


Increase in building construction, with 
its accompanying increased consumption of 
copper and other metals, the fact that 
American brass makers and other fabri- 
cators are beginning to enter the domestic 
market because they are no longer able 
to obtain brass scrap from Europe in suf- 
ficient quantity to meet their requirements, 
and the fact that as time goes on, Ameri- 
can copper will be in increasing demand 
in Europe for wire drawing, sheet rolling 
and other operations requiring metal with 
a high degree of purity, all throw their 
weight in the balance in favor of certain 
improvement in the situation. 

The above arguments are supported by 
the hardened tone of metal prices, and a 








A Trade Opinion on Zinc 


The following views were ex- 
pressed to The Magazine of Wall 
Street by an authority on zinc 
metal: 

“Zinc has risen in price from 
4.20 to 4.70 in the past fortnight. 
The advance has probably been 
due, in greater part, to the many 
inquiries from the galvanizing 
trade. We hope the movement 
will continue. 

“Zinc, of course, is used prin- 
cipally for galvanizing. However, 
there is undoubtedly a great de- 
mand for sheet zinc, for which a 
number of new uses have been 
found. Among the latter may be 
mentioned the use of sheet zinc 
for roof shingles, for which this 
form of the metal has been found 
admirably adapted owing to its 
durability. 

“Zinc producers have not much 
hope of any large amount of Euro- 
pean buying in future markets. 
Before the war, Europe’s produc- 
tion of zinc was more than suffi- 
cient to meet all her requirements. 
Furthermore, the disparity in the 
exchanges puts a difficult handi- 
cap upon American producers. 

“As a matter of fact, since 
Europe is capable of producing 
more than she needs and that at 
a smaller cost, the American zinc 
industry needs protection. For 
that reason, we are hoping that 
those provisions of the Fordney 
Tariff relating to zinc will be 


“The important fact about the 
zinc market today, however, is that 
our own domestic consumption is 
greatly in excess of our monthly 
production. Last month, for ex- 
ample, consumption of zinc in this 
country was approximately 5,500 
pounds in excess of production.” 




















disposition on the part of producers to 
set the price for both present and future 
delivery. In fact, we have entered a pro- 
ducers’ market, and the price of the metal 
is no longer determined by the consumer. 
Recently, little copper has been sold be- 
low 13c a pound, and several producers 
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are quoting higher prices. Copper to be 
delivered near the end of the year is 
commanding prices up to 13%c. Large 
consumers, who can afford to take advan- 
tage of relatively low prices for their 
raw materials, have recently abandoned the 
practice of buying from hand to mouth, 
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and have entered the market with sub- 
stantial orders, which they have been fill- 
ing at around 13c a pound. 

Since the beginning of the year export 
business in copper has been improving, 
particularly with Germany, where it shows 
considerable improvement as compared to 
business done during 1920. The ac- 
companying graph, which illustrates 
the trend of copper exports and im- 
ports, shows that Germany has been 
our best European customer during 
1921, and it also shows that these ex- 
ports have frequently been more than 
doutle the average monthly business 
of 1920. 


The Copper & Brass Research Associa- 
tion, which is composed of domestic pro- 
ducers and fabricators of the metal, is 
planning to spend a large sum in propa- 
ganda with a view to making the public 
better acquainted with copper, and for 
the express purpose of re-establishing old 
uses and developing new uses for the 
metal. This market possibility was en- 
tirely neglected during the war period, be- 
cause of the more ready market in other 
directions. 

As all of the above influences throw 
their weight in the scale, the price of 
copper is going to rise. As soon as the 
market price goes above the cost of pro- 





certainly on any reactions of two or three 
points, if such a reaction should occur. 


Lead in Improving Demand 


The statistical position of lead is very 
favorable. Present demand for the metal 


would probably consume available stocks 





within a period of five to six weeks. This 
is a healthy situation, particularly in view 
of the fact that no substantial new dis- 
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duction of the individual producers, these 
producers will resume operations, and ul- 
timately make suitable distribution of cop- 
per. The stock market is not going to 
wait for all of these developments, and 
evidence is already at hand that the pro- 
cess of discounting future prosperity is 
now going on. 

In view of certain unfavorable influ- 
ences, particularly the unsettled European 
situation, and the unfavorable exchange 
rates, it may be possible to delay the pur- 
chase of copper stocks and go shopping 
for them in the hope of picking them up 
on possible reaction from present prices, 
However, the general trend of affairs in 
the industry suggests that from now on 
there is a greater chance of making a 
profit as a result of advancing prices, than 
there is a risk of sustaining more than a 
temporary loss due to any reactionary 
tendencies that might develop over rela- 
tively short intervals of time. 

We advise the purchase of standard 
copper shares, particularly the more act- 
ive issues like Utah, Anaconda, Chino and 
Kennecott at current market prices, and 
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coveries of lead ore deposits have been 
made during the past several years, and 
the demand for lead is likely to increase 
over present requirements. 

Increased activity is apparent in the 
lead metal market, and large producers are 
doing a fair business. Production is be- 
low normal, and lead for future delivery 
is being sold at a premium over present 
prices. Business in white lead is par- 
ticularly good, and this may be accounted 
for by the-fact that the whole country 
has been considerably underpdinted, dur- 
ing the past several years. Investiga- 
tion shows that white lead is in demand 
not only for use in painting new struc- 
tures, but that a very large proportion of 
pigment lead now being absorbed by the 
market, is devoted to repainting old struct- 
ures which have been neglected during 
the war period, when the tendency was 
to put off expenditures in the form of 
maintenance as long as possible, and at 
the same time conserve the metals, or 
consign them, particularly lead, to the 
enemy. The recent importance of the 

(Continued on Page 954) 
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About Banks and Banking 


A New Clearing House of Ideas and Information 


N recent months, the MacazIne has re- 

ceived an increasing number of inquiries 

Son subjects involving commercial bank- 
ing and other services of banks and trust 
companies aside from the field of security 
investment. 

Presuming that these inquiries reflect a 
substantial interest on the part of our 
readers in these subjects, it was determined 
to inaugurate a department in the Maca- 
ZINE devoted to the field. 

The questions which our readers have 
asked have been many and varied. - They 
indicate that a great number of business 
men looked to the MaGAzINE for guidance 
in connection with bank procedure in- 
volved in handling their business affairs; 
also that there is a real need for a central 
source of information, which could act as 
a sort of clearing house of ideas and 
advice. 

Besides these inquiries with regard to 
commercial banking, we have also been 
led to believe that there is much interest 
in bank securities as investments. Much 
like the unlisted Public Utility bond field, 
which the MaGAzINnE has done so much to 
popularize in recent weeks—and which has 
responded with some remarkable price ad- 
vances—the bank stock field is seldom 
touched upon in the financial publications. 
Nevertheless, it is quite generally realized 
that money-making opportunities of the 
first water exist in bank securities, and 
investors are demanding more information 
on the field as a result. 

Wishing to meet this demand, as well as 
the demand for information about com- 
mercial banking, it was decided to include 
in this new department occasional analyses 
of bank stocks as investments. Thus, the 
entire department, as now constituted, will 
consist of selected questions and answers 
about banking, from the practical point of 
view, and bank securities from the in- 
vestment point of view. 

A Typical Inquiry 

A phase of trust company activity which 
seems to be of general. interest, judging 
from the questions asked about it, is 
brought up for discussion in the following 
typical inquiry recently made to the Maca- 
ZINE: 

Editor, THe MAGAZINE OF WALL SrTREET: 

Sir: As the fruits of twenty years’ hard 
work and careful saving, I have gotten 
together, roughly, about $100,000 which I 
naturally want to put where it will be 
safe and also where I will get the most 
I can out of it. 

I am considering putting this in a trust 
fund. Will you tell me: 

(1) What company to go to? 

(2) Exactly what they will do for me? 

L. M. M. 

The answer to the foregoing will, we 
believe, prove of general interest to our 
readers. We therefore reproduce it here: 

We are in receipt of your good letter of 
recent date mentioning a sum approximat- 
ing $100,000 which you wish to place in 
a trust fund and requesting us to recom- 
mend a reliable Trust Company and out- 
line the procedure they will follow in 


handling this matter and the special serv- 
ices to be expected. 

We suggest that you place the matter 
before the trust officers of The Equitable 
Trust Company of New York, 37 Wall 
Street, New York City. 

There are many varieties of trusts; but 
the voluntary or living trust is undoubtedly 
the form of trust you desire to create. It 
has these advantages. 

The maker is relieved of the care 
and responsibility of handling the prop- 
erty and, in addition, places it in the 
hands of those who, by training, are 
adapted to care for and conserve the 
property of the trust in the best pos- 
sible way. 

If the trust is irrevocable and the 
income is payable to another than the 





FOR YOUR INFORMATION 


This new department of 
THE MAGAZINE OF WALL 
STREET is inaugurated to. 
help you find out— 

(1) How banks can help 


you in your financial 
transactions. 


(2) What banks are best 
equipped to perform spe- 
cific services. 


(3) How bank stocks 
compare with other se- 
curities as investments. 
The department will gladly 
answer any inquiries on these 
points addressed to it by read- 
ers. Make your queries brief 
and to the point, and be care- 
ful to address them to the 
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maker, it becomes taxable to that 
person under the income tax law and 
thus it may, and usually does, result 
in a reduction of taxes. 

“One of the most important advan- 
tages of a living trust is that it gives 
the maker the opportunity of testing, 
during his life time, the working out 
of a trust which he may wish to be 
operative after his death. 

For example, if a trust is established 
for the benefit of a wife, the maker of 
the trust can note what defects the 
arrangement has and by modifying it 
before his death can foresee and pre- 
vent difficulties. In order to accom- 
plish this, however, it will be neces- 


sary that provision be made in the 

trust deed that the maker may modify 

it. 

The living trust may possess, in ad- 
dition, the advantages of the trust 
under a will (testamentary trust) by 
providing for the disposition of the 
property in trust in case of the bene- 
ficiary’s death. 

There is another type of trust company 
service which may be more in keeping with 
your requirements. Many widows, persons 
inexperienced in business matters, and men 
of large affairs, are finding that the Trust 
Company Safe-Keeping Account is an ideal 
solution of the thousand and one details 
which arise in connection with the prope: 
investment and management of a persona! 
estate. 

It is an effective and inexpensive service 
costing about 2% of income received and 
disbursed. This is equal to about one-tenth 
of one per cent. of securities deposited, as 
suming the income to average 5%. 

We cannot outline the many advantages 
of a safe-keeping account in the narrow 
confines of a letter, but the booklet we 
are forwarding to you will give you a very 
good idea of the many ramifications of this 
service. 

While you are discussing the matter oi 
trusts with the trust company, your money 
may be placed on deposit with them. We 
understand that they pay 3% on balances 
of $1,000 or over, render monthly state- 
ments of interest and if desired issue any 
special kind of check book according to 
your needs and conveniences. 

The Equitable has a nation-wide reputa- 
tion as a friendly institution as well as a 
very sound and efficient one. We suggest 
that you pay them a personal call about 
this matter. 

Banking A dati for a Merger 

About two months ago, an incident oc- 
curred in this office which will probably 
prove of general interest to business men 

A gentleman from Los Angeles called 
and introduced himself as being interested 
in a company manufacturing heavy steel 
cranes, and located in Los Angeles. He 
said that this company had, for a number 
of years, been in active competition with 
another similar concern, and that this com- 
petition had been a great handicap to both 
of them. Therefore, a consolidation of the 
two had been informally agreed upon. 

He advised the editor that it had been 
agreed to conduct banking negotiations 
through a New York institution, and asked 
what bank the editor would recommend 
He stated that the amount of new money 
which would be required by the consoli- 
dation would come to no less than ten 
million dollars ($10,000,000). : 

The questions of the gentleman from Los 
Angeles, then, resolved into the following: 


(1) What New York bank would 
you advise my approaching in an ef- 
fort to obtain professional advice and 
practical assistance in raising $10,000,- 
000 same to be involved in the consoli- 
dation of my manufacturing business 





THE MAGAZINE OF WALL STREE 











with another similar concern in this 
city? 

(2) Please give me some informa- 
tion as to the “standing” of that bank, 
i. @., its resources, in comparison with 
other institutions of the kind, and its 
facilities for handling business of this 
sort. 

(3) Please advise me what the pro- 
cedure would be in the matter of the 
consolidation. That is, what length of 
time would be involved, some rough 
idea of the expenses, also whether the 
money would be raised in the form of 
a direct loan from the bank, or through 
sale of stock in the consolidation. 

Answering the above questions in the 
order asked: 

(1) There are a number of banking 
institutions in New York City whom you 
might approach in full confidence that the 
service rendered would be satisfactory and 
efficient. Among them we might mention 
the National City Co. 

(2) As for the “standing” of the Na- 
tional City Co. it is probably enough to say 
that it is the ‘other half’ of the National 
City Bank, with whose resources you are 
probably familiar. 

(3) All the questions you ask under (3) 
are answerable only when particular con- 
ditions and circumstances are fully known. 
For example, the time involved would de- 
pend entirely upon the form of merger, or 
consolidation, or combination decided upon. 
As for procedure, that would depend upon 
whether it was decided to put one of your 
two existing corporations on top of the 
other or form an entirely new corporation. 
Also, an important question is the distribu- 
tion of stock interests: If the shares of 
the two corporations are closely held, it 
would be comparatively easy to reach the 
shareholders and thus obtain their consent 
to the project. If, on the other hand, they 
are widely distributed, you would encounter 
complications. 

You will have to explain the situation 
fully to the bank you approach on the sub- 
ject. They will co-operate with you in 
every way possible. 


Collateral on Personal Loans 


An incident which came to the attention 
of this department, and which many of 
us have seen duplicated in our daily af- 
fairs, presents an opportunity to discuss 
the question of personal loans from one 
individual to another and also, indirectly, 
the matter of bank loans obtained by in- 
dividuals. 

A certain party—a widow—had a sub- 
stantial sum of money for which she had 
no immediate use. She was approached 
by a party unknown to her, who requested 
that she make him a loan, he to give 
collateral against the sum borrowed. 

It may be difficult for experienced busi- 
ness men to believe, but it is a fact, never- 
theless, that this woman was led to accept 
collateral, not merely of a questionable 
character, but also which did not amount 
to more than one-third of the value of 
the loan. Inevitably, when the loan came 
due, the borrower failed to pay. The re- 
sult was that the lender cguld collect 
nothing, immediately, beyond the meager 
sum to be realized from selling the col- 
lateral; and she is still trying to recover 
the difference. 
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The incident is not outside the field of 
commercial banking, discussed in this de- 
partment. It emphasizes the need of con- 
ducting such operations, even, as money- 
lending under the supervision of your 
banker. 

This department had occasion to discuss 
the incident cited with an official of one 
of New York’s largest institutions. Speak- 
ing, incidentally, of the amount of collateral 
a bank would require for funds loaned, 
this official said, in effect : 


“No hard and fast principles can be laid 
down in this connection. For example, I 
remember a prominent banker who once 
made the statement that he would be 
perfectly willing to loan money with mining 
stocks as collateral. But he made it plain 
that, although he was accepting such stocks 
as collateral, he was not loaning his money 
on them. It was the individual to whom 
he loaned the money that counted with 
him.” 





Bank Stocks As Investments 


Descriptions of Some of the More Active Issues 


Bank of the Manhattan 
Company 
An Old Timer 


This is one of the oldest banks in this 
country having been founded in 1799. Its 
growth has been remarkable but it is still 
reaching out very aggressively for new 
business. It took over the Bank of Long 
Island about two years ago, together with 
branches of the latter banks throughout 
Queens, N. Y. This latter bank and 
branches practically dominate Queens and 
Long Island in addition to the Bank of 
the Manhattan Company’s metropolitan 


very strong and have no hesitation what- 
ever in recommending its purchase. 


Chase National Bank 

An Attractive Investment 
Chase National Bank will consider on 
Nov. Ist the advisability of increasing its 
capital from $15,000,000 to $20,000,000 and 
to make a similar change in the capitaliza- 
tion of its subsidiary, the Chase Securities 
Company, by increasing the no par value 
of shares in the latter from 150,000 to 
200,000 shgres. Chase Bank stock pays $16 
annually while the Securities Co. stock pays 
$4 annually, or a total of $20 on the two. 








Quotations of Active Bank Stocks 


American Exchange National... ...........5-6s0+005% 238-245 
lnc he oe hes oenae cia oedn cankes ane 270-280* 
aS EEL ORE CL EPEEET CEE ork 235-240 
CO  cccaodece sesperebccegrrsseseess 485-500 
no ccndeccuneeetoatks 310-315 
i Pt <2 oo shaw ect oesdedi'cccetbécctdaber 850-870 
PU aE OA 64 Ces web codec eebeescrvecd¥eestews 795-810 
NN IN oo divs 'oeic bd 00s cdo eS ccc SSS es deeee 185-190 
TU MEEEED o ccc ceccceweccccceseneoroase 310-350 
Rc. cin ond S60 che cebD ene Tebeeeeerras 400-408 

230-240 





*Old stock, rights on. 




















business, especially downtown New York. 

Unlike the Chase, the bank of the Man- 
hattan Company is a “State Bank” which 
gives it the right to have branches and 
branch offices everywhere throughout the 
state. This privilege is not allowed to na- 
tional banks whose business is rather 
limited, but they, the latter, sometimes 
form a securities company, as it was done 
in the case of Chase, American Exchange 
and others. 

Bank of Manhattan stock sells around 
190 compared with a book value of $436. 
The par value is only $50 and the dividend 
at the rate of 24% is $12 a share annually. 

This bank has deposits of around $180,- 
000,000. Its capitalization is $5,000,000 
consisting of 100,000 shares at the par value 
stated. Its surplus and profits up to the 
half year was around $17,000,000. 

This bank is one of the most conservative 
in the country and its prestige, age, and 
aggressive but conservative advertising 
methods, have created values in good-will 
and loyalty that cannot very well be esti- 
mated in money. We regard its stock as 


Present quotation for-Chase National 
Bank with “rights on” is 270-280. Rights 
in connections .with this offering are 
around 13 having ranged between 11 and 
20 in recent weeks. The present price is 
attractive. 

It is necessary to buy three rights to 
subscribe for each share of new Chase 
stock at $225 per share, making a total 
outlay of about $264 a share for the com- 
bined “Chase Stock.” The latter has just 
acquired the Metropolitan National Bank, 
which bank last reported deposits at around 
$50,500,000. Chase deposits are around 
$325,000,000. This will give the combined 
new banks deposits that approach the $400,- 
000,000 mark. This will place the enlarged 
Chase Bank in the same rank as the Na- 
tional City and the First National and 
will in reality make the Chase the second 
largest bank in the United States. The 
total assets of the two banks are around 
$434,563,916. 

We regard Chase National Bank stock 
together with that of its Securities Co. as 
among the most attractive of present bank 
stocks now available to investors. 
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Autumn Growth in Business Activity 


Expansion of Physical Volume of Trade—Greater Strength of Credit Situation—Price Stability 
Continued—Danger of Labor Disturbances Tends to Halt Business 


HE developments of the month of 
- October have confirmed the opinion 
already expressed that business pros- 
pects are tending toward improvement and 
that most of the indexes of business devel- 
opment now point conclusively toward a 
decidedly better situation of affairs than 
at any time heretofore. Among the en- 
couraging elements thus to be noted are the 
very decided growth in the total volume 
of business and in the physical volume and 
movement of trade, a continuous improve- 
ment in the credit situation and the easing 
of commercial rates, and, on the whole, 
a tendency for the better in the unemploy- 
ment outlook. 

There are, of course, many clouds still 
on the horizon, most important of them 
being one which until recently had not 
presented a very threatening appearance,— 
the prospect of a general railway strike 
effective throughout the country. That 
such a strike would greatly halt the devel- 


" opment of business and might cause very 
severe suffering and loss to large sections 


of the population is, of course, obvious. 
How it would affect the economic: situa- 
tion in its broader aspects can only be con- 


jectured. The experience of the British 
strike of last Spring was extremely dis- 
couraging on this latter point, and it might 
be that we should in some degree parallel 
the unfortunate events through which 
Great Britain passed at that time. How- 
ever, for the present at least, we are 
dealing with actualities and not with 
possibilities of fears; and these actuali- 
ties have of late been of a decidedly 
encouraging variety. 
Vol of B 

Both the volume of trade or business 
and the volume of manufactures have been 
on the increase. In textiles, for example, 
where the return toward normal conditions 
set in earliest (the textile trades having 
been the first to suffer from the onset of 
depression), the largest woolen manufac- 
turing concern in the country now reports 
some 96 per cent of its machinery well oc- 
cupied with a substantially large volume of 
orders ahead. From other textile regions 
favorable reports continue to be received 
and this activity is also more and more re- 
flected in the boot and shoe and general 
leather industries, as well as in a variety 
of others which are manufacturing directly 
for the consumer. 

In spite of the ups and downs of demand, 
automobile plans have continued to produce 
a large number of cars. Most encouraging 
of all perhaps is the fact that United States 
Steel Corporation now at length reports 
a minor gain in its unfilled order book. 
True this gain is only about 29,000 tons, 
bringing the volume of unfilled orders up 
to 4,560,000, or not so very much more 
than what it was about a year ago. The 
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change, however, is of great interest be- 
cause, as shown by the accompanying 
graph, it is the first upward movement 
which has shown itself for many months, 
the iron and steel business having early 
suffered from the reaction and having con- 
tinued to lose ground ever since. 

A moderate response in the total amount 
of ingot steel and other forms of iron and 
steel turned out has also taken place, so 
that it is now encouragingly reported that 
prospects in the metal trades are better 
than they have been heretofore. The up- 
ward trend in pig iron and in iron and 
steel is, as yet, not very positively shown 
in the charts, but the slight upward move- 
ment of the lines which have so long 
tended downward can now be seen. 


Agricultural Demand 


The increased activity of manufacturing 
revealed by statistics already referred to 
is warranted ‘by the steady growth of 
demand in the agricultural regions. Crops 
are now moving actively and satisfactorily 
to market and while the production of cot- 
ton has been low the advance in price has 
in some degree made up for it. Both 
banks and merchants are now feeling in 
a definite way the helpful influence of the 
higher prices which have been established 
as the result of the relative shortage of the 
crop. While the Northwestern farmer has 
not been satisfied with the price obtained 
for his wheat, and while the working of 
the legislation passed by Congress and 
directed against speculative dealing is far 
from having been what was expected, the 
return to the farmer has been sufficient 
to enable him to develop a decidedly in- 
creasing demand for consumable goods. 

The immediate result of the presence of 
the larger purchasing power in his hands 
has been an expanding demand on the part 
of retailers who have begun to call for 
goods with which to fill up their depleted 
supplies. Both the retail and wholesale 
trade in the agricultural sections of the 
country has been noticeably better for a 
little while past. This improvement of 
demand is reflected in indexes of retail 
trade which have shown an upward trend 
during the past month or two. Retail trade, 
as a whole, has held up remarkably well 
in the face of the large volume of unem- 
ployment which has continued to persist. 

Such maintenance of demand must be 
ascribed in no small measure to the fact 
that the purchasing power of the farmer 
and of those who are directly dependent 
upon him has been enlarged and, in spite 
of the very difficult price situation prevail- 
ing in the rural districts, has tended to 
develop a better state of affairs. As for 
the activity of retail trade in manufacturing 
centers, it still shows a “spotty” condition 
due to the fact that in some quarters de- 
mand is strong as the result of extensive 
employment while in others it is light 
owing to continuation of unemployment. 


Credit and Capital Improving 
The supply of available funds for use 


in either short term or long term form 
continues to increase steadily. There has 
been during the past month a distinct let- 
ting down of interest and discount rates. 
This is seen in the establishment at times 
of a call of money rate of 4 per cent, while 
time funds have gone as low as 5% per 
cent. Such reduction is clearly seen in 
the accompanying graphs which also re- 
flect the declining cost of borrowing on 
commercial paper. Indeed, in the com- 
mercial credit market demand has tended 
to be unduly light—a situation which 
means that the activity of business has 
not yet been restored to an extent corre- 
sponding with the greater supply of funds. 
From the investment standpoint the lessen- 
ing of the cost of money or capital is 
equally striking. 

Several foreign loans have been placed 
at lower charges than heretofore, and while 
the demand for capital in all parts of the 
world is still so great as to make it im- 
probable that money rates will fall in any 
very decisive way, it is still true that the 
tendency is markedly downward. This 
lessening cost of investment capital is clear- 
ly reflected in the bettered values for bonds 
and for stocks of the higher grade. 

In the accompanying graphs the index 
for twenty-five industrial stocks reflects a 
slightly bettered position, while the same 
is true of the index of corporation credits 
in the United States as based upon high 
grade railroad bonds. It should be re- 
membered, however, that railroad bond 
quotations have been adversely affected by 
the peculiar conditions of the railroad in- 
dustry. When attention is concentrated 
upon the bond market in general, the ad- 
vances in the prices of Liberty bonds, the 
marked improvement in the value of some 
industrial securities, and the general tone 
throughout the market, as shown by all in- 
dexes of corporation credit, reveal a 
strengthening of the situation which is 
noteworthy. 


The Price Trend 


An upward movement in prices, which 
had already been observed in preceding 
months, has become even more marked 
during the middle of October, as is re- 
vealed by Bradstreet’s index, whose re- 
sults have been plotted in the accompanying 
graph. Foreign index numebers also con- 
cur in their showing that prices have taken 
a slight trend toward higher levels. In 
some countries downward price move- 
ment still continues because of special 
conditions relating to banking and currency 
which have tended to mask the underlying 
factors which would ordinarily control 
prices. There can be little doubt, however, 
that surplus supplies are being exhausted 
and that the abnormally low prices,—some 
of them far below current costs of produc- 
tion,—whigh have prevailed in many parts 
of the world are now being overcome. 

The slight upward trend in prices is by 
no means uniform. Some articles of food 
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The Other Side of the St. Paul Story 


Reader Takes Exception to Certain Statements of Mr. Neumark’s in a Recent Article 


N a recent article published in THe 
MAGAZINE OF WALL STREET pointing 

out the weakness of the Chicago, Mil- 
waukee & St. Paul stock, the criticism of 
the company’s policy for the past decade 
appears to have been unduly severe, and 
knowing that the spirit of fairness is a 
part of the policy of the management of 
your magazine, the following article is 
submitted with a view to showing the 
other side of the picture of the St. Paul. 
In the article referred to the writer 
should have justified his contention that 
the stock was not a purchase at this time 
without certain allegations which do not 
appear to have been founded on facts, or 
where the entire situation was not made 
sufficiently clear. For example, the article 
started off with the statement that “the 
crash in St. Pau! appeared in 1917,” and 
the further statement that that year was 
an exceptionally good one for practically 
all of the roads except the St. Paul, with- 
out a word of explanation as to why the 
company’s net declined in the face of an 
increase in gross. This was not due to 
bad management, as may have been sup- 
posed, but to a series of misfortunes which 
befell the St. Paul that year, which took 
the form of exceptionally heavy blizzards 
in the mountain passes in February, cloud- 
bursts in the same territory in June, de- 
stroying about 40 miles of main track, the 
partial failure of the wheat crop in the 
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territory served by the St. Paul, and the 
activities of the I. W. W., which stopped 
the shipment of all timber and ore from 
their sources. None of these events could 
have been avoided by the management, but 
owing to the fact that traffic on the west- 








A CRITICISM 


The accompanying article rep- 
resents a criticism of a recent 
analysis of the Chicago, Milwaukee 
& St. Paul situation written by our 
Mr. Neumark and appearing in our 
issue of August 20, 1921. 

The writer of the criticism has 
evidently made a very careful 
study of St. Paul’s position and out- 
look and we are more than glad 
to publish his picture of “the 
other side,” together with some 
further remarks by our own 
analyst. 




















ern end of the System had to be diverted 
to its competitors for the month of Feb- 
ruary and the month of June, together with 
the loss of traffic from the other causes 
enumerated, the St. Paul suffered a loss 
of several million dollars in net income, 


and while they are now water over the 
dam, it seems only fair that they should 
be given weight when considering the 
company’s operating performance in that 
year. 

The article continues: “Since 1917 mat- 
ters have grown continually worse on the 
St. Paul. In 1918-1919 only the govern- 
ment guaranty saved the road.” This hv- 
pothetical accusation is probably true since 
the St. Paul’s earnings were only 14.1% 
of its standard return in 1918 and 11.6% 
in 1919; but that same statement can be 
made with equal truth of a great many 
other railroad companies throughout the 
country. Inthe year previous to Federal 
control the railroads of the country, con- 
sidered as a whole system, earned 5.20% 
on their investment. In the succeeding 
three years the per cent. of return was as 
follows: 

BEE 8 5ine354bdedenh cdabeteeeierd 3.51% 
MT Tas 06 ¥-00dh Saaeeers + cuaneie 2.46% 
BOE at sows 6ntushdsacoulssssiebaeale 0.32% 

Obviously, the financial reports of any 
railroad during this period of rapidly de- 
clining earning power cannot be considered 
typical. It is, therefore, unjust to the St. 
Paul to argue its future from its recent 
performance. 

The charge that the decline in net earn- 
ings was due to “inefficient, even wasteful 
operation,” evidently, is without justifica- 
tion. It is generally conceded that the 
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present management of the St. Paul is 
remarkably efficient. The officers and em- 
ployes of the railway company for sev- 
eral years, and particularly of late, have 
been carrying out the principle of co- 
operation and study in finding and prac- 
ticing economies and improved practices. 
Committees have been formed with officers 
and employes on every division and at the 
larger stations and terminals to study the 
details of operation and the situation as a 
whole, for the purpose of eliminating waste 
and generally promoting efficiency. Under 
the able executive management of the 
President, Mr. Byram, the operating per- 
formance of the St. Paul is entirely satis- 
factory. 

Between 1916 and 1920 the total operat- 
ing revenues of the company increased 
from $110,600,000 to $168,100,000, or $57,- 
500,000. In the same time the operating 
expenses increased from $73,700,000 to 
$164,600,000, or $90,900,000. The growth 
of operating revenues under normal cir- 
cumstances would be reflected in increased 
profits, but not under the more rapid 
growth of operating expenses in this 
period. 

It will be helpful in understanding the 
St. Paul’s problem to analyze the principal 
reasons for this increase in operating ex- 
penses. The payroll was $49,000,000 in 
1916 and $110,000,000 in 1920, an increase 
of $61,000,000. Two-thirds of the increase 
in operating expenses are found in this 
item. 

The next most important cause of in- 
creased expenses is increased cost of fuel, 
which jumped from $11,800,000 in 1915 to 
$23,800,000 in 1920. The company has 
exerted every effort to conserve coal, as 
a result of which 250,000 tons less were 
used in 1920 than in 1916, notwithstand- 
ing an increased volume of business 
handled. Nevertheless, the expenses due 
to fuel more than doubled. 

The awards of the Railway Labor Board 
in 1920 increased the St. Paul’s payroll 
approximately $20,000,000. Thus, by the 
single decision of a regulating body the 
operating expenses of the St. Paul were 
increased by a larger amount than the en- 
tire interest on the funded debt, which is 
$17,000,000 per annum. 

The usual measures of efficiency are in- 
creased train-load, increased car-load, de- 
creased locomotive miles. Applying these 
standards, we find that the St. Paul in- 
creased its train-load from 503 tons to 
620 tons between 1916 and 1920, or 23.2%; 
increased its car-load from 20.6 tons in 
1916 to 25.4 tons in 1920, or 23.3%; with 
an increase of 729 million ton-miles, freight 
locomotives ran 4,100,000 miles less, all of 
which indicates more efficient utilization 
of the existing plant. In 1919 the average 
number of pounds of coal required to 
move a locomotive one mile in freight 
service was 250 pounds; in 1920 the aver- 
age was 243 pounds; January, 1921, 235 
pounds, and in February, 231 pounds, 
which reflects the benefits the company has 
obtained from its activities in the interest 
of fuel conservation. 

The next charge by the writer is that 
‘fixed charges of the road have more than 
Joubled since 1911. The funded debt in 
the hands of the public on December 31, 
1911, amounted to $192,800,000 and on De- 
cember 31, 1920, $409,700,000.” One salient 
point which the writer did not take into 
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account was that the funded debt figure 
for 1911 was prior to the merging of the 
Chicago, Milwaukee .& Puget Sound Rail- 
road with the St. Paul System, which 
added over 2,000 miles of main track to 
the St. Paul’s mileage. This consolida- 
tion took place on the first of January, 
1913, and the balance sheet of the company 
for the fiscal year ended June 30, 1913, 
showed the funded debt outstanding in the 
hands of the public as being $299,500,000, 
compared with $409,700,000 on December 
31, 1920, an increase of only $110,200,000, 
or less than 37%. 

During the period 1913-1920 the company 
increased its main line mileage 1,011 miles 
and the second main track mileage 384 
miles, and had a total increase in track- 
age mileage, including sidings, etc., of 1,- 
747 miles. It will be remembered also 
that during that period there was a 
marked improvement in the standards in 
roadways and equipment, which took the 
form of laying heavier steel rails, the 
building of new bridges, new shop equip- 
ment, terminal expansions, etc., as well as 
the purchase of new locomotives of higher 
tractive power, modern all steel passenger 
train cars and freight cars of greater ton- 
nage capacity. While it is not claimed 
that the St. Paul’s equipment is sufficient 
for its normal requirements, this is being 
remedied as rapidly as circumstances will 
permit, the company having purchased 
4,000 freight cars from the Federal Rail- 
way Administration and during the years 
1919-1920 more than 5,000 cars were over- 
hauled and put in perfect condition. Dur- 
ing the year 1920, 207 locomotives were 
purchased. These additions and repairs 
have placed the St. Paul in a better posi- 
tion in the matter of equipment than at 
any time during the past decade. 

The management of the St. Paul was 
criticized for electrification of its line 
through the Rocky Mountains in the fol- 
lowing language: “To make matters 


worse, the road undertook the electrifica- 
tion of its line from Othello to Seattle and 
Tacoma, Wash., a distance of 217 miles, 
in March, 1917. This, of course, involved 
large expenditures at a time of high cost. 
* * * * ” That the work was begun 
in that year is true, but the contract was 
made at a time prior to the rise in the 
cost of that material and as it was a capital 
charge funds had already been provided 
for this development. The expense in- 
curred in the St. Paul electrification has 
been more than justified, and according to 
the testimony of Mr. Byram before the 
Committee on Interstate Commerce in the 
United States Senate, May 26, of this 
year, the electrification has been very satis- 
factory and has produced very great 
economies in operation. 

The article refers on two occasions to 
“overdue wages” and “overdue payroll.” 
This allegation was not founded in fact. 
The St. Paul has never failed to meet its 
wages or payroll promptly as due. In 
common with every other railroad in the 
country, it had overdue audited vouchers, 
but not any more in proportion than the 
size of the road would warrant. 

The article further stated “the funded 
debt of the road is much too large.” The 
funded debt of all the railroads in the 
United States is much too large if their 
earning power since 1917 can be taken as 
a fair criterion. Fortunately, however, the 
railroads as a whole seem to have turned 
the corner and it is reasonable to expect 
that roads which prior to government con- 
trol were able to earn their fixed charges 
with a fair margin of safety will be able 
to resume their former earning power in 
the next few years and that in the case of 
the St. Paul with its property investment 
of over $65,000 per mile, it should experi- 
ence no. difficulty in earning its fixed in- 
terest charges on the funded debt outstand- 
ing at the rate of $40,000 per mile with 
a substantial margin of safety remaining. 


And the Answer Thereto 


N answering the objections of a 
reader of THE MAGAZINE OF WALL 
Street to some of the statements 

made and the omission of some which 
he thought should have been made in 
an article on the Chicago, Milwaukee 
& St. Paul Ry. in the August 20 issue, 
all the points raised will be fairly dis- 
cussed, in order, whether pertinent to 
the original article on St. Paul or not. 

In my comment on the operations of 
the road for the years 1917, 1918, 1919 
and 1920 it might have been possible 
to soften the actual results of the one 
year, 1917, by citing the difficulties the 
road encountered in this year. This, 
however, would have been decidedly 
beside the point at issue and certainly 
would not have gone very far toward 
explaining the exceptionally poor oper- 
ating results of the road in each suc- 
ceeding year. 

In passing from the year 1917 to the 
years of government control, it is cited 
by our critic that this was no period 
by which to judge the operations of 
any railroad. There is no denying that 
all the roads of the country suffered 
during this period for reasons which 
are only too well known; but this again 


is beside the point, for St. Paul’s oper- 


ations were considerably below the 
standard of the 203 Class I roads. 
The figures of percentage return on 
the investment for the Class I roads 
for the three years ended December 31, 
1920, as cited by our critic, clearly indi- 
cate the declining earning power of the 
roads in these years; but it is impor- 
tant to note how these figures com- 
pare with the return on the investment 
of the St. Paul Ry. for the same period: 
Roads asa 
Whole 


3.51% 


St. Paul 
0.57% 
0.48 

—0.89 
The writer believes that, somewhere 

in the St. Paul system there must be 

something wrong; otherwise its oper- 
ating results would not be so far below 
the standard of other-roads. There is 
always more than one place to look, 
however, when you ‘are seeking ineffi- 
ciency or waste, and there are always 
other factors to be taken into consider- 
ation. In the original article lack of 
space prevented a full discussion of 
the causes of these exceptionally poor 
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earnings which will not be found by a 
review of the physical operations of the 
road in this instance. 

The figures on increased train-load 
and car-load, and the decreased locomo- 
tive miles on the St. Paul, as cited by 
our critic, are all true and correct 
enough; but it might be mentioned here 
that despite all this improvement in 
physical operation, the road does not 
yet come up to the standard set by its 
chief competitor, the Northern Pacific. 

But the citation of these improve- 
ments is again side-tracking the issue. 
We will grant that the property of the 
St. Paul has been handled with increas- 
ing efficiency, as indicated by the traffic 
statistics, but our purpose is to ascer- 
tain where the real trouble lies. Let us in- 
vestigate the other side, of railroad 
operation, the transportation expense 
account, the maintenance of way and 
structure and equipment accounts. A 
brief study of the appended table com- 
paring St. Paul’s results with those of 
the road’s two largest competitors will 
indicate clearly where the main trouble 
exists. We have here the crux of the 
entire situation, if taken in considera- 
tion with the expansion of the St. Paul 
property since 1914. St. Paul does not 
obtain as great a volume of traffic per 
mile of road operated as its competitors 
and consequently its operating expenses 
per mile are proportionately higher. 

St. Paul operates 4,000 more miles of 
main road than Northern Pacific and 
2,600 more miles than Chicago & North 
Western. On an operation of 2,600 more 
miles of road than C. & N, W. in 1920, St. 
Paul reported approximately $3,100,000 
more gross: revenue than the former 
road, or but $1,192 per mile on the 
additional mileage. The chiéf reason 
for this condition will be found from 
a glance at the accompanying map. St. 
Paul’s mileage west of the Montana- 
North Dakota state line is shown to 
be merely a long arm _ extending 
through a long stretch of undeveloped 
territory with but very few branch 
lines or feeders. The volume of traffic 
per mile along this entire extension is 
light and it is this factor which pulls 
down the earnings of the company 
considerably. It is not the fault of the 
management that this condition exists, 
but the policy of expanding the road 
faster than the increased volume of 
traffic obtainable would warrant and 
the consequent piling up of heavy ad- 
ditional fixed charges (that will be 
more of a burden than a benefit to 
the road for some time to come) must 


be placed at the door of the manage- 
ment. 
Wages and Fuel Costs 


In his objections to the St. Paul 
article, our critic states that it would 
be helpful to an understanding of the 
St. Paul problem to analyze the prin- 
cipal reasons for the increase in oper- 
ating expenses; and he then proceeds 
to call attention to the increased pay- 
roll and the increased cost of fuel. It 
is difficult to see what these facts have 
to do with the situation, unless it is 
the object of our critic to place all of 
the troubles of the St. Paul system at 
the door of the general railroad dilem- 
ma, and if that is his object, the writer 
would take issue with him, because 
such reasoning would make it appear 
that this road is in no worse a position 
than the majority of other sound rail- 
roads, which is far from the fact, as we 
see it. There has been no breakdown 
on any of the old-established dividend- 
paying rails to compare with that on 
the St. Paul. It is not at all helpful 
to an understanding of the ailments of 
this carrier to cite increased wages and 
increased fuel costs. This was a prob- 
lem that had to be met by every road 
in the country, and its effects should 
have been no more dainaging to one 
than another. 


Fixed Charges 

It is true, as our critic points out, 
that the writer of the St. Paul article 
did not go into detail as to the causes 
of the increase in the funded debt be- 
tween 1911 and 1920. But it was noted 
that the increase was brought about 
by expansion, which covered the 
acquisition of the Chicago, Milwaukee 
& Puget Sound Ry. The effects of 
this expansion have already been 
pointed out. 

Our critic suggests that it is unfair 
to compare present fixed charges with 
those prior to June 30, 1913. Granting 
this to be so, and considering only such 
increase in the funded debt as has 
occurred since June 30, 1913, we still 
find St. Paul handicapped by a much 
larger percentage increase than any of 
the other Northwestern roads. Here 
are the figures: 


Comparative increase in Funded debt: 
(000 omitted) 
1913 1920 % Inc. 
St. Paul ....$299,500 $409,700 37% 
C. & N. W.. 190,200 235,615 24 
Nor. Pac, .. 284,700 324,214 14 
Gt. North... 251,200 257,931 2.6 


Electrification 

It was not the purpose of the writer 
to indicate that St. Paul had contracted 
for the electrification of its lines at the 
prices which existed at the time work 
was begun. As a matter of fact the 
writer had no information whatsoever 
as to just when this work was con 
tracted for or at what prices it was to 
be done, but it is not a reasonable sup- 
position that the management could 
have arranged for work, which was not 
started until 1917, at prices which 
existed three or four years prior to 
the commencement of this work. 

We will assume, however, that the 
work was done at a lower price level 
than that which existed in 1917, that 
the contract was made in the early part 
of 1916. This does not alter the fact 
that prices were comparatively higi 
even at that time. 

The question of prices, however, would 
be beside the point and of no im- 
portance at all if the statement made 
by our critic that the expenses in- 
curred in the St. Paul electrification 
had been more than justified. Justified 
how? The results fail to show it thus 
far. The great economies that were t« 
have been effected by electrification do 
not seem to have made _ themselves 
manifest as yet. Electrification of lines 
through mountainous regions is ad- 
mittedly a means of saving providing 
the volume of traffic hauled over these 
lies is heavy, for the overhead is enor 
mous and the waste large if the traffic 
is light, and it is just this condition that 
has prevented St. Paul from benefiting 
from this venture. Along its western 
route, St. Paul needs considerable 
building up. All of this territory must 
be intensively developed. Until that 
time the benefits of electrification will 
be very questionable. This electrifica- 
tion was a provision for the future 
which no doubt should some day yield 
handsome returns. But until then, 
what? 


Conclusion 


At present St. Paul is in a weak 
financial position, as was plainly shown 
in the article of August 20. The one 
year Government loans fall due on 
March 1 and July 1, 1922, and will evi- 
dently have to be extended. Thus far 
this year the road has done very little 
towards earning its fixed charges. Th 
writer still believes that there are man) 
other securities better suited to in 
vestors.—Arthur J, Neumark. 








Gross. Oper. Rev, 
1920 1916 
$10,851 
12,324 
12,085 


Northern Pacific 


during the past decade,’’ 














Per Mile Statistics of Northwestern Roads 


Transp. Expenses Maint. of Way 
1920 1916 1920 1916 1920 
$7,732 $3,952 $2,678 $1,228 $3,978 
7,060 3,460 3,103 1,481 3,714 
9,436 4,220 3,327 1,459 4,617 


*After hire of equipment and joint facility charges St. Paul had a large operating deficit. 
in these items in spite of the fact that our critic states that ‘‘St. Paul is in a better position in the matter of equipment than at any time 


Maint. of Equip. 


$1,719 


The road at present has a large debit balance 


Total Oper. Exp. Net Oper. Rev. 

1916 1920 1916 1920 1916 
$15,135 $7,236 *$692 $3,615 
1,293 14,750 6,636 1,967 5,688 
1,863 18,239 8,032 1,407 4,053 
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More About Rail Consolidations 


Strong and Weak Points in Systems 10 to 18, as Proposed 


By ARTHUR J. NEUMARK 


EDITOR’S NOTE: This is the second of two articles dealing with the proposal of the 










Interstate Commerce Commission to combine the 203 Class I roads of the country into 


19 systems. 


l Pian the proposed Consolidation 
Plan the Southern territory will 
be served by three large systems, 

namely, Southern System, Atlantic Coast 
Line System and Illinois Central-Seaboard 
system. The first of these systems con- 
templates no change from the present one 
with the exception of the inclusion of the 
New Orleans-Great Northern and the 
Alabama & Vicksburg Railroads, and the 
segregation of the Georgia, Southern & 
Florida, which is now controlled by the 
Southern Railway. The inclusion of the 
above mentioned roads appears to be a 
very satisfactory one from the point of view 
of expanding the normal channels of trade, 
maintaining competition and  strength- 
ening the Southern system. The segre- 
gation of the Georgia, Southern & Florida 
from the Southern Railway and its in- 
clusion with system No. 12, which Pro- 
fessor Ripley proposed in his plan, does 
not seem to be justifiable. The Commis- 
sion, however, does not sustain this pro- 
posal. 

The Georgia, Southern & Florida lines 
run from Macon, Ga., to Jacksonville and 
Palatka, Fla. This road gives the South- 
ern Railway the only access it has into 
Florida and is an important branch line 
to the system. It is a natural extension 
of the Southern Railway lines but would 
uot be so to the Seaboard Air Line. 
Seaboard Air Line’s main line runs along 
the Atlantic Coast into the Southern 
regions of Florida. The road enters Jack- 
sonville and other important centers in 
this state to which Southern Railway has 
no access at all. It is true the inclusion 
of the Georgia, Southern & Florida would 
give the Seaboard Air Line a more direct 
route to Jacksonville from points in 
Georgia, but on the other hand Seaboard 
Air Line could not furnish the road with 
nearly as much traffic as Southern. The 
real traffic movement which exists over 
this line comes from points in the interior 
to which Seaboard Air Line has no access 
at all. There doesn’t seem to be any 
doubt about the Commission’s being the 
better plan. 

Still another point of difference arises 
in connection with the disposition of the 
Carolina, Clinchfield & Ohio Ry., a coal 
carrier, operating between the Clinchfield 
coal fields of Kentucky and Spartanburg, 
S. C. Professor Ripley includes this road 
with the Southern Ry., and the Commis- 
sion includes it in the Atlantic Coast Line 
system with the alternative of including 
it in the Illinois Central-Seaboard system. 
Here again we have a situation which will 
probably be hard to settle. The inclusion 
of Carolina, Clinchfield & Ohio with the 
Illinois Central system can be dismissed 
without any discussion at all.. There seems 
no good reason for considering the inclu- 
sion of the road in this system. On the 
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The first article appeared in our issue of October 15th. 


other hand it is quite a problem as to which 
of the other systems should contain it. 
Both Southern and Atlantic Coast Line 
would afford the needed outlets for the 
road, both of these lines linking up with 
Caroline, Clinchfield & Ohio, at Spartan- 


burg. But, in the writer’s opinion, this 
road might just as well be included with 
either the Chesapeake & Ohio or the Nor- 
folk & Western Rys. The difficulty lies 
in the fact that, no matter which one of 
the four roads it was included with, this 
system would be favored with the traffic 
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originating on the Clinchfield Railway 
almost to the exclusion of the other, sys- 
tems. There wouli probably be a four- 
cornered fight for this small coal carrier. 

The Atlantic Coast Line-Louisville & 
Nashville system remains pretty much the 
same as it is today, with the exception of 
the inclusion of a few independent lines, 
chief among which is the Gulf, Mobile & 
Northern, and the Atlanta, Birmingham 
& Atlantic Railroads. The inclusion of 
the former road in the system gives it a 


very valuable line between Mobile, Ala., 
and Jackson, Tenn., and permits of opev 
competition with the Mobile & Ohio Ry., 
which is a part of the Southern system. 
The latter line gives the system much 
needed mileage in Central Georgia and 
a direct line between Savannah and At- 
lanta. 

The Commission includes the Richmond, 
Fredericksburg & Potomac Railroad with 
the Atlantic Coast Line System, but this 
arrangement does not seem to be so satis- 
factory as that of Professor Ripley’s, 
namely, to continue to operate this road 
independently. The R. F. & P. is con- 
trolled by the Richmond-Washington Co., 
a holding company, and is operated for the 
joint interests of the Baltimore & Ohio, 
Pennsylvania, Atlantic Coast Line, South- 
ern, Seaboard Air Line and Chesapeake 
& Ohio. The company operates what is 
known as a “union line” between Rich 
mond, Va., and Washington, D. C. This 
line gives all of the above mentioned roads 
trackage rights between these two very 
important centers and since its stock is 
not in the hands of the public there should 
be no difficulty in continuing to operate 
the road on its present status. This would 
serve the interests of all the roads entering 
Washington and Richmond equally and 
would not give any one road an advantage 
over the other. 

Both the Commission and Professor 
Ripley include the Roanoke to Winston- 
Salem branch of the Norfolk & Western 
Ry. in the Atlantic Coast Line System, 
although why this was done does not seem 
very clear. The Atlantic Coast Line RR. 
reaches Winston-Salem, N. C., and the 
Norfolk & Western Ry.’s southernmost 
extension is to the same city. At present 
these two roads have an interchange of 
traffic at this point and why it should be 
necessary to take the branch line from 
Winston. to Roanoke from Norfolk & 
Western and hand it over to Atlantic 
Coast Line seems hard to understand. 
These two roads will continue to exchange 
traffic whether it be at Winston-Salem or 
Roanoke and there does not seem to be 
any necessity for changing the present 
status of the line. 

Professor Ripley proposes to have the 
Seaboard Air Line an independent South- 
ern line, instead of linking it up with the 
Illinois Central. His chief objection to 
the inclusion of the former with the latter 
is based on the destruction of competition 
between the Central of Georgia, a sub- 
sidiary of Illinois Central, and Seaboard 
Air Line. Professor Ripley gives this. 
factor more weight than the difficulties. 
that would confront the Seaboard Air Line- 
were it to be put into competition as a 
single unit, with two such strong systems 
as 10 and 11. The Commission, however, 


does not share Professor Ripley’s ideas. 
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Seaboard Air Line is certainly not strong 
enough to compete successfully with such 
a system as the Atlantic Coast Line- 
Louisville & Nashville, which is inten- 
sively developed and has many more feed- 
ers and outlets than the former road. 
Seabord Air Line, on the other hand, is 
not intensively developed but on the con- 
trary is spread out over the Southern 
coast states with two long branch lines 
extending into the inland Southern states. 
To connect these branch lines with a 
strongly fortified and well developed road 
like the Illinois Central would give the 
Seaboard just the connection it needs and 
at the same time would give Illinois Cen- 
tral a through route from the middle west 
to the Atlantic Coast. This would be a 
real system and a worthy competitor to 
the other two systems. 

It is true this consolidation would do 
away with competition between Central 
of Georgia and Seaboard Air Line, but 
there would still be sufficient competition 
at the points in question between the At- 
lantic Coast Line and the Illinois Central- 
Seaboard systems. The inclusion of the 
Lynchburg, Va., to Durham, N. C., branch 
line of the Norfolk & Western should not 
be made in the case of System No. 12, in 
the opinion of the writer, for the same 
reason as that stated in the case of the 
other branch line of the Norfolk & West- 
ern included in System No. 11. 


b Systems No. 13, 14 and 15 


The consolidations of transcontinental 
and northwestern roads presents. one of 
the most difficult problems of the entire 
plan. For one thing it involves the ques- 
tion of breaking up the present Hill Group 
of roads and the consequent problems 
which would revolve around such action. 
It involves the question of giving all of 
the western roads equal access to im- 
portant trunk line centers and the very 
difficult problem of effecting consolidations 
which will destroy competition on one 
hand but increase the efficiency of opera- 
tion and greatly strengthen a system on 
the other. It is safe to say that the pres- 
ent plans for consolidation of the roads 
of the west and northwest will meet with 
many objections and justifiable ones, but 
it would seem that on the whole the plans 
presented are workable. 

The Union Facific-North Western ap- 
pears to be a very practical and logical 
consolidation. The two roads would con- 
nect at Omaha, Neb. This would give 
the Union Pacific entrance to the terminal 
centers of Chicago, where a very valuable 
interchange of coast to coast traffic could 
be effected. The inclusion of the Wabash 
lines west of St. Louis with the system 
would be a natural rounding out of the 
system from Omaha and Des Moines to 
St. Louis and would give the traffic going 
west of St. Louis the best outlet. This 
arrangement is the best one from 'the point 
of view of providing for nortial channels 
of trade and direct routes, but this valu- 
able extension could be well utilized by 
St. Paul and no doubt unfair discrimina- 
tion would be charged by this road in con- 
solidating the line with Chicago & North- 
western. 

Another difficult question arises as’ to 
the disposition of the Central Pacific Ry., 
a subsidiary of the Southern Pacific Co. 
Professor Ripley proposes that this line 
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be included in the Union Pacific system, 
but the Commission dismisses this idea 
completely. In the opinion of the writer 
a modification of Professor Ripley’s plan 
would be the best solution of the problem. 
It would be folly to attempt to disrupt the 
Southern Pacific system in California in 
order to obtain a direct route across the 
mid-continent from Ogden, Utah, to the 
Pacific Coast ; and to take the 900 odd miles 
which the Central Pacific Ry. operates 
would certainly result in this condition. 
This road contributes some of the most 
valuable traffic obtained by the Southern 
Pacific in California. That part of the Cen- 
tral Pacific Ry., however, which extends 








SYSTEM NO. 14—BURLINGTON- 
NORTHERN PACIFIC 
Chicago, Burlington & Quincy. 
Northern Pacific. 
Chicago Great Western. 
Minneapoli St. Louis. 
Spokane, Portland & Seattle. 


SYSTEM NO. 1S—MILWAUKEE- 

GREAT NORTHERN 

Chi Milwaukee & St. Paul. 

Great Northern. 

Chicago, ere pee & Southeastern. 

Duluth & vy 

Duluth ve: seabe _S aes 

Green Bay & 

Spokane, boat rm & Seattle. 

Butte, Anaconda & Pacific. 


SYSTEM NO. 16—SANTA FE 
Atchison, Topeka & Santa Fe. 
Gulf, lo Santa Fe. 
Colorado & South’ rn. 

Fort Worth and Denver City. 
Denver & Rio Grande. 


Western Pacific. 

Utah Railway. 

Northwestern Pacific. 

Nevada Northern. 

SYSTEM NO. 17—SOUTHERN PACIFIC- 
ROCK ISLAND 

Southern Pacific Company. 

Nevada Northern. 

Chicago, Rock Island é Pacific. 

Chicago, Rock Island & Gulf. 

Arizona & New Mexico. 

El Paso & Southwestern. 

San Antonio & Aransas Pass. 

Trinity & Brazos Valley. 

Midland Valley 

Vicksburg, Shreveport & 

Chicago, Peoria & St. Louis. 


SYSTEM NO. 18—-FRISCO—KATY 
COTTON BELT 


St. Louis & San Francisco. 
St. Louis Southwestern. 
Louisiana Railway & Navigation 


Trinity & Brazos Valley. 

San Antonio, Uvalde & Gulf. 

SYSTEM NO. 18—CHICAGO-MISSOURI 
PACIFIC 

Missouri Pacific. 

Chicago & Eastern Illinois. 

Kansas City, Mexico & Orient. 

Kansas, Oklahoma & Gulf. 

Texas & Pacific. 


Lines. 
International & Great Northern. 
Kansas City Southern. 




















from Sacramento, Cal., to Ogden, Utah, a 
distance of over 700 miles, does not furnish 
any special purpose and furnishes no real 
outlet for traffic going one way or the 
other. There can be no doubt that this 
line would serve the interests of the com- 
munities it serves as a continuation of the 
Union Pacific line to Ogden, Utah. This 
would be of great benefit to the normal 
routing. of traffic and would furnish a 
direct line from the coast to Chicago. 
Southern Pacific could readily part with 
this line without hurting the main lines 
of the system in the least. It would lose 


very little by this arrangement; but to 
part with the Central Pacific lines located 
in California would jeopardize the com- 
pany’s entire hold in the state. 

In connecting a transcontinental system 
with the Chicago, Burlington & Quincy 
the. most important question to solve, of 
course, is which of the Hill roads to 
select. It must be quite obvious that in 
spite of the present relationship between 
Great Northern and Northern Facific the 
two roads could not be linked together in 
any one system. Frovisions have to be 
made .for the future growth of the north- 
west territory and there is plenty of room 
for competition between the two -roads. 
To link the roads together would be 
detrimental to the commercial growth of 
the country and would completely un- 
balance the status of competition in the 
northwest. 

The only feasible solution is to make 
each road a part of a well fortified system, 
furnishing new outlets for the traffic now 
originating on each line and opening up 
new territory to the present lines. With 
Chicago & Northwestern linked up with 
Union Pacific, it becomes quite evident 
that one of the two Hill roads must be 
linked up with Chicago, Milwaukee & St. 
Paul. A glance at a railroad map will 
show at once that the main line of St. 
Paul from Minneapolis and St. Paul to 
the coast competes to a much greater ex- 
tent with Northern Pacific than with 
Great Northern. As a matter of fact the 
lines of Great Northern and St. Paul are 
so far apart that they might well be linked 
together without disturbing the com- 
petition of the northwestern roads to any 
great extent. To link St. Faul with 
Northern Pacific would be a violent dis- 
carding of competitive railroading through- 
out this district. We have then arrived 
at what seems to be the best means of 
consolidation for these roads. Northern 
Pacific with C. B. & Q. and Great North- 
ern with St. Paul. In a consolidation like 
this, however, adequate protection must 
be afforded the Great Northern lines en- 
tering Sioux City. Under the Hill re- 
lationship there is a free interchange of 
traffic between this road and the Burling- 
ton, and proper traffic arrangements must 
be allowed Great Northern at this point 
if it is expected to relinquish its relation- 
ship with this road. The St. Paul system 
should also be given trackage rights on 
the Burlington lines into St. Louis, for it 
would be the only system of the North- 
west without access into this city. 

The inclusion of the Chicago Great 
Western and the Minneapolis & St. Louis 
with the Burlington system does not ap- 
pear to be a satisfactory arrangement. 
Any one of the three transcontinentl sys- 
tems discussed could use the former road 
to great advantage, for it provides the 
shortest route between Omaha and St. 
Paul. It would prove a very valuable 
adjunct to the three and it would appear 
that if any one of these systems should 
obtain complete control of this road it 
should be the Union Pacific-Northwestern, 
because as part of this system the least 
duplication of mileage would be effected. 
With the exception of the line between 
Omaha and St. Paul the greater part of 
the Chicago Great Western is a duplica- 
tion ofthe mileage of systems 14 and 15 
in Iowa and Minnesota. The disposition 
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of- this road is a problem which presents 
many difficulties. As for the Minneapolis 
& St. Louis RR. this might well be included 
in the Burlington system for it would 
furnish this system with feeders in a 
territory which it does not already cover, 


but is tapped by the other two trans- . 


continental lines. 


Systems No. 16 and 17 


The Atchison, Topeka & Santa Fe and 
the Southern Pacific-Rock Island would 
form the remaining two transcontinental 
lines. As for the former system the in- 
clusion of the Western Pacific and the 
Denver & Rio Grande fits in very nicely. 
It appears to be the only practical dis- 
position of these lines and the one which 
would best aid the movement of traffic 
from the gateway of Pueblo, Colo., to the 
Pacific Coast. This would give the Atchi- 
son a direct line from Chicago to Cali- 
fornia and would expedite cross continent 
shipments materially. This Western 
Pacific-Denver Rio Grande addition would 
bring Atchison into direct competition 
with the new Union Pacific line from 
Sacramento to Ogden, and aid the develop- 
ment of this section of the country greatly. 

The writer is not of the opinion that the 
Colorado & Southern and the Fort Worth 
& Denver City should be included in this 
system. Atchison already has extensive 
mileage throughout the states lying south 
of the main line from Pueblo to Kansas 
City. It would seem better to allow for 
free competition between the Atchison 
lines and the Colorado & Southern system. 
This would be better for the communities 
served by these two roads. Then again 
Atchison does not need this line to any 
great extent. In consideration of these 
facts the writer believes that it would be 
better not to disturb the existing relation- 
ship between Burlington and the Colorado 
& Southern lines. This might well be left 
a part of the Burlington system. This 
would have a threefold beneficial effect, 
namely, (a) The non-disturbance of ex- 
isting corporate relationship, (b) the non- 


disturbance of a normal channel of trade 
(c) and finally the continuation of healthy 
competition. 

The inclusion of the Rock Island lines 
with the Southern Pacific system is a very 
natural step. It furnishes this transcon- 
tinental line with a new outlet for traffic 
originating on its lines along the Gulf and 
for traffic received from the steamship 
lines, The Rock Island lines would link up 
with Southern Pacific at Dallas, Tex., and 
Alexandria, La. This would again con- 
form with the idea of giving each trans- 
continental road a dual gateway in the 
terminal centers of Chicago and St. Louis. 
Southern Pacific would then be well fitted 
to compete with the Atchison lines in the 
southwest and with the transcontinental 
lines from Denver to Chicago. The other 
lines would simply act as feeders to the 
main stem of the system. The Trinity & 
Brazos Valley Ry. might be included in 
the Frisco-Katy-Cotton Belt system. 


Systems No. 18 and 19 


In consolidating the railroads in the 
southwestern group the prime difficulty 
lies in building up sufficiently strong sys- 
tems that will have equal opportunities in 
the important gateways of Kansas City 
and St. Louis in the northern extremities 
of the line and the Gulf on the southern 
end. In combining the southwestern roads 
the difficulty of maintaining competition 
between all the important centers in this 
territory is very great and it would ap- 
pear that no matter what main stems are 
consolidated open competition at some 
points or other is bound to be sacrificed. 
Finally, the financial structure of a great 
many of these southwestern roads has 
always been a thorn in their sides and with 
their present heavy capitalizations they 
couldn’t bring strength to any system. 
There will probably have to be many 
capital readjustments before a satisfactory 
consolidation could be effected. In con- 
nection with the duplication of lines 
through consolidation Professor Ripley 
meets this difficulty by suggesting the dis- 


memberment of existing roads in order to 
maintain competition, that is the inclusion 
of certain parts of one road in one system 
and the inclusion of other parts in another. 
This scheme, however, would result in 
innumerable difficulties and would be very 
harmful to the interests of security hold- 
ers. The Commission makes no attempt 
to follow this idea but its proposed mergers 
for groups 18 and 19 seem to be imprac- 
tical in so many instances that they would 
do as much harm as good. 

It is quite obvious that both south- 
western systems would be greatly strength- 
ened through access to Chicago. The ac- 
quisition of the Chicago & Alton and the 
Chicago & Eastern Illinois would give 
both systems the desired extension. The 
proposal to include the Missouri, Kansas 
& Texas with the Frisco system would 
seem to be a very unsatisfactory arrange- 
ment. These two roads have always been 
keen competitors of each other and parallel 
one another along the main route. To 
link these two roads would be duplication 
in the worst degree. Katy would be a 
much more natural adjunct to the Missouri 
Pacific system. It would give this system 
a great many more outlets and enable it 
to compete with the Frisco system where 
competition would otherwise have been 
killed. It is absolutely essential, however, 
that the Frisco system have access to the 
gulf so that it can successfully compete 
with Misseuri Pacific for this business. 
This could be arranged by giving Frisco the 
Kansas City Southern line and as necessary 
feeders to the line the Texas & Pacific 
and the International Great Northern. 
This arrangement, in the opinion of. the 
writer, would meet both the requirements 
of competition and a through route from 
the gulf to Chicago to better advantage 
than the proposed plan. 


In Conclusion 


This ends the discussion of the pro- 
posed consolidation of railroads. The 
reader should bear in mind that all of this 
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The Bond Market 


Market Maintains Its Gain 


Railroad Bonds Drop on Strike News and Then Recover—Other Departments Firm 


favorable developments, the bond 

market in the past two weeks has 
given a gratifying account of itself. While 
the average price is slightly under the 
highest recorded several weeks ago, the 
difference is so slight as to suggest the 
solid foundation underlying the bond situa- 
tion. 

As stated above there were several in- 
fluences of more than ordinary force 
operating on the market. Among them 
were the threat to strike on the part of the 
railway employes and the serious financial 
situation abroad. 

Under the circumstances, it was not sur- 
prising that the railroad list should have 
retreated a little under the first impact 
of selling. In fact, the movement sym- 
pathetically spread to practically the entire 
list. However, within a day or two the 
market stiffened and prices, on the whole, 
were nearly back to the point from which 
the decline had started. 

The German situation is a serious factor 
but thus far has not caused a profound 
change in foreign issues. Even the French 
bonds held up fairly well. A surprising 
development, however, was the relative 
weakness in British issues, especially in 
view of the much higher prices for sterling 
now prevailing. Canadian issues were 
firm, and in fact most of the foreign list 
gave a good account of itself. 

Money rates have remained about the 
same as those prevailing at the last review 
on this subject. It must be said, however, 
that with time money and commercial pa- 
per offering an average of about 54% 
there are many bonds that have by this 
time apparently discounted the easier 
money conditions. It is very much of a 
question if any bond is worth buying ex- 
cept possibly a Government issue or tax- 
exempt issue, if it does not yield more 
than the rate obtainable in the open money 
market. 

Of course, the solution of this question 
depends primarily on the outlook for 
money rates over the next two or three 
years. Should rates decline, say to a4%4% 
level, obviously the purchase of good bonds 
yielding 5%4% at this time would be an 
advantageous step. However, in the 
opinion of the most qualified observers, it 
is hardly likely that money rates will de- 
cline much below the present level for at 
least the next year or two. The demand 
for capital is still very large, particularly 
from abroad and new foreign issues are 
being offered at rates which come directly 
into competition with the domestic mar- 
ket. On that basis, the yield on domestic 
bonds should remain comparatively high 
for a considerable period. 

There are, however, very many oppor- 
tunities left in practically all groups of 


a 


("mean ox the several highly un- 


bonds, especially in instances where indi- 
vidual improvement in earnings is creating 
a higher safety factor for both principal 
and interest. Among these groups are the 
public utilities, where they have not yet 
discounted the drop in money rates and 
the improvement in the public utility situ- 
ation, and particularly in the industrials of 
higher rank. The industrial improvement 
which is inevitable should eventually be 
reflected in a higher price for bonds which 
have been unduly depressed. 
The Railroad Bonds 

This group, of course, was directly af- 
fected by the railroad strike news. Sell- 
ing of these issues, however, was promptly 
absorbed and after the first fever of liqui- 
dation was over, it was found that the net 





THAT BOND BUYER’S 
GUIDE 


(See Opposite Page) 


(1) Although the securi- 
ties listed in the Bond Buy- 
er’s Guide are, largely, the 
same as were listed in the 
original Guide some weeks 
ago, they continue, in our 
opinion, and in the order 
recommended, the most de- 
sirable ones on the list. 

(2) The bonds listed in 
the Gilt Edge, and at the 
forefront of the Middle- 
Grade groups are especial- 
ly recommended for small 
investors. 

(3) New issues will be in- 
serted in the Guide if, and 
when, in our belief, they 
offer greater opportunities 
than those now listed. 











change was not great at all. Later, prac- 
tically all issues recovered and at present 
writing are selling near their highest levels. 
There were, however, instances of indi- 
vidual weakness on account of special 
causes. Among these bonds were the Chi- 
cago, Milwaukee and St. Paul issues. 
This road is in an ambiguous financial po- 
sition and all its issues, practically, bonds 
and stocks have been weak for some time. 
The Seaboard Air Line bonds were also 
weak for a time but later recovered on a 
favorable announcement by the president. 
There was a very heavy turnover in the 
St. Louis-San Francisco issues with the 


more speculative income 6s reacting a 
point or so. lowa Central 4s among the 
speculative bonds made a new low for the 
year. The “Big Four” debenture 4s were 
conspicuously strong, making a new high 
for the year at 78%4. The Missouri Pacific 
General 4s were weak for a time but later 
recovered to nearly 57, the highest for 
the year. These bonds among the specu- 
lative group offer a striking opportunity. 
Among the gilt-edge railroad bonds listed 
in the table opposite, out of a total of four- 
teen, eight made gains ranging from % to 
1% points and five registered losses rang- 
ing from % to 1 point: the Del. & Hudson 
Ist & ref. 4s were unchanged. Out of 
the twelve middle-grade bonds, four regis- 
tered gains ranging from % to 1% points, 
there were an equal number of losses 
ranging from 4% to % points, and the bal- 
ance were unchanged. The declines were 
more prominent among the speculative is- 
sues, there being only two gains, ranging 
from %4 to % points and four losses of 
larger proportion, ranging from % to 1 
point. Three of these bonds were un- 
changed. It will be seen from the above 
that the movement in railroad bonds was 
mixed due to the causes pointed out. 
However, the general trend continued 
strong. 
Public Utility Group 


These bonds also displayed a mixed 
tendency, with several striking changes in 
individual bonds. The Hudson & Man- 
hattan ref. 5s among the speculative group 
showed a gain of 2% points and the 
Duquesne Light 6s among the high-grade 
issues showed a gainsof 1% points to the 
highest price of the year. The highest- 
rated public utility bonds, as a group, were 
the strongest. Thus out of eight issues 
listed under this heading (see Bond Buy- 
ers’ Guide) there were six gains, ranging 
from % to 1% points and only two losses. 
These were the Pac. Tel. & Tel. 5s of 
1937 which lost % point and the N. Y. G. 
E. L. H. & Pr 5s which lost 1 point. Of 
the six middle-grade bonds there were only 
two gains of % and 1% point respectively 
and three losses ranging from 4% to 1% 
points. The Cumberland Tel. & Tel. 5s 
of 1937 were unchanged. The speculative 
public utilities registered some sharp 
changes. The Hudson & Manhattan 5s 
were alluded to in the above: the Inter- 
borough 5s lost 1% point and the Virginia 
Rwy. & Power 5s lost 1 point. Taken by 
and large, the glit-edge bonds in this class 
gave a better account of themselves than 
either of the other two groups. The 
group, as a whole, however, was reaction- 
ary. 

Industrial Bonds 

As a group the middle-grade industrials 

were the feature, the first and second 
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choices advancing 3 and 35% points respec- 
tively. The Cuba Cane 7% debentures 
moved violently due to the uncertain po- 
sition of the company. Owing to the un- 
favorable outlook for the sugar industry 
and to the adverse developments in the 
affairs of this company, we have deemed 
it better policy to strike this issue from our 
list. It is doubtful if this company can 
pull through under present conditions and 
the contemplated creation of a new issue 
to rank ahead of the outstanding 7s ob- 
viously reduces the value of the latter. 
The high-grade industrials were firm. Out 
of the nine issues listed under this classi- 
fication, seven showed gains ranging from 
% to % points and only two, the Indian 
Steel 5s and National Tube 5s showed 
losses of 1 and % points respectively. 
The weakness in these two issues was no 
doubt the result of sympathy with the steel 
stocks which have been under pressure 
for the past few days. Otherwise there is 
no change in the position of these bonds 
to warrant the recent decline. As stated 
previously, the middle-grade bonds were 
exceptionally strong, the Wilson issues 
particularly so. The Bush Terminal bonds 
also registered a striking gain. Of the 
eleven issues listed under this heading, 
seven showed gains ranging from % to 3% 
points. Only the U. S. Rubber bonds 
declined, in this instance a decline of 4 
point was registered. The other issues 
were unchanged. The speculative indus- 
trials were fairly strong, the American 
Writing Paper 6s and the American Cot- 
ton Oil 5s showing a gain of 1% points in 
each case. The Chile Copper 6s and Vir- 
ginia Carolina Chemical 7% registered the 
trifling loss of 4% point. 


Foreign Government Issues 


The foreign situation did not result in 
such a marked change in the price of these 
issues as might be supposed. The weakest 
of the group were the U. K. 5%s of 1937 
which showed a loss of 1% points. Issues 
of “neutrals” were fairly firm and a few 
small gains were registered. Among is- 
sues not listed in the attached table, the 
Mexican issues were very active on the 
downward side. The outlook for foreign 
issues is confused by the many contradic- 
tory factors at work. The German situ- 
ation overhangs the market and probably 
no genuine rise in these issues can occur 
until this important question is settled. 
As a class, foreign issues except in a few 
individual instances, should be considered 
speculative. 


Conclusion 


From the above it is apparent that the 
bond market during the past two weeks 
has acted comparatively well. Although 
there have been a number of instances of 
weakness, the general list is still not far 
from the top. For the present, the mar- 
ket would seem to have paused to take 
breath. Undoubtedly for the time being it 
will be subject to profit-taking and further 
absorption. On the whole, those bonds 
which in the past few weeks showed the 
greatest gains showed the most noteworthy 
reaction while the others continue to ad- 
vance. As stated above, there are still 
many favorable opportunities left in the 
market, although for the time being the 
market, as a whole, may mark time. 
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BOND BUYERS’ GUIDE 


Foreign Governments. BETTER GRADE. 
U. K. of Gr, Britain & Ireland (c) 5%, 1987 
Swed 1939 


Norfolk & Western fe Cons. 

Central R. R. of N. (a) Gaal, me 
Atchison Ss Genl, wig. 4s, 1995 
Chic., RB. I. & Pacifico (a) Gesl. Mtg. 4s, 


Industrials. 
Armour & Co, (a) BR. E. 4%s, 1989 
General Electric (b) Deb, 5s, 1952 
International Paper (a) 5s, 1947 
Indiana Steel (a) 5s, 1952 i 
Liggett & Myers (aa) Deb. 5s, 1951 
Baldwin Loco, (a) 5s, 1 
National Tube (a) 5s, 1952 
Corn Products (a) 5s, 1934 
U. 8S. Steel (a) 5s, 2 


Public Utilities. 
Amer. Tel. & Tel. (c) 5s, 1946 
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N, ¥. Telephone (b) Sis, 

a Power (c) 5s, 1948 

Cal. Gas & Electric (a) 5s, 1987 
Western Union Tel. (a) 4%s, 1950 
N.Y. G., E. L., H. & P. (a) 5s, 1948 


Railroads, MIDDLE GRADE. 


Tilinois Central (b) Col. Trust 4s, 1952 
Southern Pacific (b) Col. Trust 4s, 1949 
Balt. & Ohio (b) Ist Mtg. 4s, 1948 

Norfolk & Western (a) Conv. 6s, 1929 
Atchison (a) Conv. 4s, 1960 

St. Louis-San Fran. (a) Prior Lien 4s, 
Cleve., Cinn., Chic. & St. L. (a) Deb, rv 1931 
Ches, & Ohio (b) Conv. 5s, 1 

Pere Marquette (c) Ist Mtg. 5s, 

Kansas City Southern (a) Ist wee, = 
Pennsylvania (a) Genl. Mtg. 5s, 

St. Louis Southwestern (a) Ist es a 4s, 1989 


Industrials. 
Wilson & Co, (a) Ist 6s, 


Du Pont de Nemours (c) 7%s, 1931 
Lackawanna Steel (c) 5s, Ps 
Bush Terminal —— . 
U. 8. Rubber (c) 5s, 1947 
Amer. Smelting & Badning (o) 5s, 1947 
Goodyear Tire (c) 8s, 1941 

Public Utilities. 
Detroit Edison (c) Ref. 5s, 
Brooklyn Union Gas (a) 5s, 1945 
Northern States ry A © 5s, 1941 . 

Edison (c) 5s 

Utah Power & Light Ny bs, 1944 
Cumberland Tel. & Tel. (b) 5s, 1987 


Railroads. a 
Western Maryland (a) Ist =. 4s, 
ag Central (a) Ist Mtg. A 

it. Louis Southwestern (a) } ms » & 1982 


Carolina, Clinch. & Ohio (c) Ist Mig. 5s, 1938 
Minneapolis & St. Louis (a) Cons, Mtg. 5s, 
re 


American Cotten Oil 
Public Utilities. 

Hudson & Manhattan (c) Rfdg. 5s, 1957 

Intr. Rapid Transit (a) m = 

Third Avenue (b) Refg. .. 

Service Corp. 

Va. Rwy. & Power (a) /. 

(aa) Lowest denomination, oe Lewest denomina 
denomina 


(a ) Lowest denomination, $1,000. (ec) Lewest 
(4) Lowest denomination, $50. 


(a) 5s, 


Apx. Price 


tiem. $100. 
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Five 1-Page Analyses of 


Industrial Corporations 
‘That He Who Runs May Read” 








No. 1—Midvale Steel 


Remarkably Strong Financial Position—Bonds Particularly Attractive 


F Midvale Steel were as dependent on 
current earnings as some industrial 
concerns, it would be in a bad way, 

indeed. Since the beginning of the year, 
this important company has reported a 
deficit each quarter. 

But Midvale is a very wealthy concern. 
It has been ably managed during the flush 
war-period and the earnings ploughed 
back into the property and into the treas- 
ury—which is even more important these 
days. It is consequently in a position to 
withstand even several years of depression, 
which is 2 significant commentary on its 
financial position. 


Labored Under Obstacles 


As intimated above, Midvale this year 
has labored under severe obstacles. The 
steel industry fell flat last winter and only 
very recently has it shown any real signs 
of recovery, and as yet they are relatively 
faint. In this period prices came down 
with gusto, demand falling off everywhere. 
Blast furnaces were blown out and men 
discharged by the thousands. Those who 
remained saw their wages cut nearly in 
half. Altogether it was a rather “healthy 
reaction” from the boom period immedi- 
ately preceding. 

The various steel companies attempted 
to put their respective houses in order 
but this availed little against the avalanche 
of declining business. The result was a 
curious uniformity with which the lead- 
ing steel companies commenced to turn 
in reports of deficits. Midvale, for ex- 
ample, during the first quarter showed a 
deficit of $1,395,202 and another in the 
second quarter of $1,289,393. Results for 
the third quarter, which ended September 
30, have not been published up to the time 
of this writing but, considering conditions 
in the industry in general during that 
period, it is quite probable that the deficit 
was not much less. 

Since August there has been some im- 
provement in the steel industry with re- 
gard to demand and prices and Midvale 
has shared in this improvement. How- 
ever, the level of prices being nearly at 
the bottom while expenses, particularly 
freight rates, being still high, it is hardly 
probable that the company will turn in a 
profit for the final quarter of the year, 
although it is a reasonable assumption 
that the deficit will be considerably smaller 
than those reported in the first two quar- 
ters and presumably than the one which 
will be reported for the third quarter. 


Large Working Capital 
However, there is another factor in the 
company’s situation besides earnings and 
that is its extraordinary powerful finan- 
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cial position. The attached table brings 
this out clearly. Therein is shown that 
the company has, in cash and market- 
able securities the enormous amount— 
considering total capitalization — of 
nearly $33,000,000, not including other 
liquid assets. The total 2,000,000 shares 
of capital stock is now selling in the 
market at a valuation of about $49,- 
000,000, which means that two-thirds of 
the equity behind the stock is actually 
covered by cash. 


40 1916 1917 1918 1919 1920 


etine 


‘Millions of Dollars: 


MIDVALE STEEL 


As a matter of fact, the total working 
capital of $86,000,000 is about sufficient 
to retire the entire capitalization of the 
company, including funded debt and stocks, 
This does not include a plant and property 
valuation of about $184,000,000 so that 
it can be seen that the total equity value 
behind the stock is entirely out of pro- 
portion to its present selling price, 
Actually, the net equity behind the stock 


amounts to about $82 a share against a 
present selling price of about $24 a share. 

Obviously, the thoughtful investor will 
find this a good opportunity for a long- 
range speculative investment, provided he 
is in a position to make his investment 
without requiring a return over a con- 
siderable period. Eventually, however, 
this will be more than made up to him 
as Midvale undoubtedly will sell very 
much higher in a real steel market such 
as should occur, say, within a year or 
two. 

In the bull market of 1919, the stock 
sold as high as 62 and a price at least half 
way between that now prevailing and the 
highest price recorded would seem to be 
a reasonable expectation. That would 
make a price of about 43, not too high a 
figure for so well fortified a stock. 


Convertible 5s Attractive 

Among the most attractive industrial 
bonds on the New York Stock Exchange 
at the price at which they are offered are 
the Midvale Steel sinking fund convertible 
gold 5s, due march 1, 1936. These bonds 
are absolutely secure as to principal, and 
considering the past and probable earning 
power of the company the interest may be 
also considered secure. The bonds are 
quoted at about 78, where they yield a 
flat rate of 6.40% and a yield of 7.40% 
if held to maturity. 

There is no reason why these bonds 
should be offered at such a discount in 
comparison with other bonds of the same 
intrinsic character and at their present 
price they may be considered one of the 
most attractive issues both for investment 
and speculation in the entire bond group. 

Aside from the abnormally high earn- 
ings of 1916-1918, interest on these bonds 
in 1919 and 1920 was earned 4.77 times and 
5.54 times respectively. This is a record 
which few issues can show. The bonds 
sold in 1919 as high as 91, and they prob- 
ably will sell there again before very long. 
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No. 2—American International Corporation 
Position Improving Slowly—Liquidating Values of Shares Well Above Market Price 


poration played a game with the 

foreign trade and securities mar- 
kets and did not win. On the contrary, 
it lost and lost heavily. Its full-paid 
100% stock sold this year at close to 
$21 a share, and it is now selling at only 
a little above $30, against a high price 
of $132 a share in 1919. Under the cir- 
cumstances, the feelings of the stockholders 
can well be imagined. 

The American International Corpo- 
ration is the most unique company 
represented on the New York Stock 
Exchange. It neither manufactures, 
refines nor enters into any of the other 
standard industrial enterprises. In- 
stead, it confines its activities almost 
exclusively to the development of ex- 
port and import trade and to invest- 
ment in other companies, and conducts 
as well a certain amount of commercial 
and other research into conditions in 
various parts of the world. In effect, 
American International is really a sort 
of “holding” company, patterned after 
the British “Investment Trust.” 

The Holdings of “AIC” 

A great share of the assets of Ameri- 
can International consists of holdings 
in American shipping and _ industrial 
companies, especially those engaged in 
some branch of foreign trade Fur- 
thermore, it does a considerable amount 
of foreign business on its own account. 
As a result, the company’s fortunes are 
largely dependent on foreign trade 
conditions and are deeply affected by 
the ebb and flow of such trade. There- 
fore, during the last year of interna- 
tional depression, it suffered severely. 
Its trade with South America went 
through a particularly bad slump be- 
cause of the excessively straitened 
financial condition which prevailed up 
to recently in that part of the world. 
American International sustained heavy 
losses in this field and it is doubtful 
that its troubles there are all ended, 
even yet. 

But of particular interest has been 
the decline in the value of the com- 
pany’s investment holdings. Such 
stocks as International Mercantile pre- 
ferred and common, United States Rub- 
ber, Simms Petroleum and others 
among its holdings have dropped more 
than half in the last cighteen months of 
declining prices. To make matters 
worse, its income from such securities 
as Rubber common and Pacific Mail 
has vanished. There is even a bare 
possibility that it may, after a while, 
be forced to dispense with dividends 
now being received from some of its 
other holdings. 

Coincident with the decline in the 
value of its investment holdings, the 
American International stock has 
dropped almost continuously from a 
high of 132 to a low of 21. When it is 
considered that $100 cash per share 
was actually paid into the treasury of 
the company, the decline is even more 
striking. 
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hr American International Cor- 


In the past féw months, however, 
owing to the improved outlook, the 
stock market has given a better ac- 
count of itself and the level of prices 
has gone somewhat higher. In _ the 
circumstances, the value of the invest- 
ment holdings of A. 1. C. has increased. 
Calculation of the value of these hold- 
ings, as indicated by present market 
prices, including other assets and de- 
ducting all necessary items, gives a 
figure of $53.61 a share as the liquidat- 
ing value of the common stock. This 
compares with a market value of $32 
a share. This calculation, moreover, 
does not include such holdings as In- 
ternational Products, preferred and 
common, the China Corporation, Ameri- 
can Balsa and others, the total of which 
is carried on the company’s books at 


should commence to build up. 
Conclusion 

In estimating the prospects of this 
interesting company, it is necessary to 
take into consideration three factors: 
(1) Its foreign trade activities, (2) its 
investment holdings and (3) its man- 
agement. 

From the viewpoint of foreign trade, 
the company cannot be said to face a 
very brilliant future at least in the next 
year or two. While there has been an 
improvement in conditions in the past 
few months, particularly in South 
America, where American International 
does most of its business, the situation 
has not yet reached a point of real 
stability. Furthermore, many of the 
company’s customers are not in a good 
position, financially speaking, and we 


surely 








Holdings 
Int. Merc, Marine 
Int. Merc. Marine 


Real estate, etc. (approximate figure) 


Total assets 
Deduct current liabilities 


Total net assets 
Deduct preferred stock 


*Split price between bid 16 and asked 20. 





ACTUAL VALUE OF A. L. C. HOLDINGS | 
Mkt. Price Total Value 


Inventories and receivables (after deduction of 33%%) 


Net liquidating value of common (490,000 shares) 
Actual liquidating value per share of common stock, $53.61, — 
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$42,736,058 
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$26,278,088 

















$1, although their value will probably 
be very substantial later on. 
Financial Improvement 

With some of American Internation- 
al’s paper losses on securities partially 
made up by the advance in stocks 
which has taken place since the mid- 
dle of the year, from a financial view- 
point the company makes a better 
showing. In addition, there has been 
some improvement in its cash position 
owing to the partial liquidation of re- 
ceivables from South American cus- 
tomers. Thus, bills and notes receiv- 
able have been reduced from $14,282,000 
on November 22, 1920, to $9,155,000 on 
June 30, 1921, while accounts receiv- 
able, in the same period, dropped from 
$20,106,000 to $15,501,000. Inventories 
declined from $12,854,000 to $9,203,000. 
Cash showed an increase from $4,397,- 
000 to $6,055,000. 

From the foregoing figures it is ap- 
parent that American International has 
made some recovery and that, while it 
may be forced to accept further losses 
due to inventory shrinkage and inability 
of some customers to pay, it probably 
has turned the corner and from now on 


cannot be sure that they will not either 
delay payment on their bills or actually 
default on same. The company, in 
other words, is in the position of a 
creditor with a large number of claims, 
some of which are of dubious value. 
Obviously it will be necessary to clear 
up this situation before final recovery 
can be effected, 

So far as its investment holdings are 
concerned, the company will continue 
to be affected by fluctuations in their 
value so long as it continues to hold 
them, Inasmuch as this is a purely 
speculative feature, the destinies of the 
company to that degree will be influ- 
enced by speculative factors. 

The directorate of the company in- 
cludes perhaps the most brilliant group 
of financiers in America. Its roster 
containing such names as Otto Kahn, 
Frank Vanderlip, John D. Ryan and 
others, is almost as great an asset to 
the shareholders as the actual tangible 
value behind the stock. It may be 
presumed that, with these able men 
guiding the destinies of the company, 
the stock will eventually get into the 
investment class where it belongs. 
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No. 3—Punta Alegre Sugar 


Faces Long Period of Readjustment—Long Pull Prospects Good 


gre in the past fiscal year were 

pretty much the same as those of 
the other Cuban sugar producers. All 
these concerns were influenced by similar 
conditions and were helpless in the face of 
the extraordinary developments which took 
place in the industry. 

The two main features affecting the 
Cuban situation were the drop in raw 
sugar from 23 to less than 3 cents a pound 
and the enormous supplies of the commod- 
ity set up in various parts of the world. 
The loss in sugar values precipitated a 
crisis on the little island from which it 
has barely begun to recover. Practically 
every producer lost money and some of 
the smaller concerns were driven into 
bankruptcy. 


Serious Obstacles to Contend With 


Under the circumstances, Punta Alegre 
had very serious obstacles to contend with. 
Although the company is one of the most 
efficient on record and is a low-cost pro- 
ducer, it could not escape from the losses 
entailed by the drop in sugar prices. The 
average cost of production per pound was 
about 4 cents, but the company was un- 
able to secure any such price for the bulk 
of its product. 

Up to September 1, 1921, Punta Alegre 
had disposed of about 475,000 bags out 
of its total 1920-1921 output of 675,000, 
leaving about 200,000 bags yet to dispose 
of. This latter is still in process of liq- 
uidation, but the price of sugar is 2.60 
cents a pound, and considering an average 
cost of 4 cents a pound to produce, this 
means a loss of 1.40 cents a pound, or 
about $4.50 a bag (320 pounds to the bag). 
In other words, the company stands to 
lose nearly $1,000,000 on the portion of the 
unsold crop since September 1. 

Since sugar prices are not likely to ad- 
vance in the next few months, it is proba- 
ble that the company will turn in a deficit 
in the 1921-1922 year, which, while proba- 
bly not so large as that of the year previ- 
ous, will, nevertheless, run into a very 
considerable figure. 


Last Year’s Deficit 


For the fiscal year ended May 31, 1921, 
the deficit amounted to $2,843,290, in ad- 
dition to which the inclusion of amounts 
for dividend payment and for reserves for 
loans and inventory shrinkage brought the 
total actual deficit up to $4,547,756. In 
the year previous there was a surplus of 
$5,646,708. These figures illustrate the 
striking change which came over the sugar 
industry in the year 1920-1921. 


Orr = results for Punta Ale- 


The profit and loss surplus was cut in 
half, last May totaling $4,589,260, against 
a previous figure of $9,136,016. It is ob- 
vious that any such results for the current 
fiscal year will wipe the surplus out com- 
pletely. 

The company would have done far 
worse, as a matter of fact, were it not for 
a special arrangement entered into with 
the Pennsylvania Sugar Co., whereby the 
product of Punta Alegre could be dis- 
posed of as refined sugar, permitting a 
continual flow of sugar from the com- 
pany’s warehouses to the plant of the 
Pennsylvania company. The contract 
worked out very well for Punta Alegre, 
in that it at least permitted the more or 
less successful liquidation of its sugar 
stock, even though at a loss. 

What happened to the company’s in- 
ventories can be seen from a glance at 
the 1921 and 1920 balance sheet: At the 
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end of the 1921 fiscal year, holdings of 
raw sugar and molasses were valued at 
only $3,683,422, against a previous figure 
of $13,819,581, a drop of over $10,000,000. 
Part of this was an actual loss and part 
represented a paper loss in comparison 
with the higher prices which prevailed 
during 1919 and the early part of 1920. 
The company is at present holding its 
sugar at 2.60 cents a pound, practically 
the market value. At this figure, inven- 
tory values would seem to be about as low 
as they can reasonably be expected to go. 


In other words, Punta Alegre has solved 
its inventory problem. 

However, this does not mean that the 
company will make money during the 
present fiscai year. As stated above, the 
outlook is for a deficit. One, therefore, 
has to look further beyond May, 1922, to 
be able to discern any real hopes for the 
company, or in fact for any other sugar 
company, as a real money-making proposi- 
tion. 

The Cuban situation is still involved. 
There are at least 1,000,000 tons of sugar 
from this market as yet undisposed of. 
On top of that will come the new crop. 
This does not provide much of a founda- 
tion for a real rise in prices such as would 
ensure prosperity to these companies. 

The statistical position of sugar must 
be improved and there is plenty of room 
for improvement. Surplus stocks must be 
cut down and the demand must increase. 
General economic conditions are still un- 
favorable to this industry. On that basis, 
which means a price of somewhere be- 
tween 2% and 3 cents for Cuban raws, 
Punta Alegre, even if it cuts its expenses 
down to 3 cents a pound, certainly can- 
not make much, if any, money. 


Conclusion 

Within a year, however, the company 
should reduce its expenditures per 
pound considerably, and by that time 
the situation may have cleared so as 
to pave the way for a higher price for 
sugar than, say, 3 cents. On a 4 cent 
basis Punta Alegre can make money, 

A factor in its favor is the small capi- 
talization of the company. It has no 
bonds and no preferred stock, the only 
outstanding form of capitalization being 
232,823 shares of capital stock. This is 
an exceedingly simple financial structure. 
Punta Alegre produces about 650,000-675,- 
000 bags a year. If it can make a profit 
of only a % cent per pound, such as it 
should be able to do in the 1922-1923 year, 
it would have a profit of $1.60 bag, or 
something like $1,000,000. On the basis 
of its 232,823 shares this would mean a 
profit of nearly $5 a share. It is evident 
that the company does not have to earn 
much per pound of sugar to make a very 
respectable showing. 

Providing the situation does not get 
much worse during the current year, the 
company should be in a money-making 
position in about a year. This means that, 
as a long-range speculative prospect, 
Punta Alegre common stock at its current 
price of about $27 a share, about the low- 
est in its history, is fairly attractive. 
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No. 4—Pond Creek Coal 
In Excellent Financial Shape and Returning Good Earnings — An Attractive Speculation 


HE Pond Creek Coal Company 
and its sister mine, the Island 
Creek Coal Co., are not much 

in the public eye, but among coal 
people they are very highly regarded. 
Both mines, which are only a few miles 
apart, contain a high grade of coal 
used in gas producticn, for by-product 
coke and for other special purposes. 
The mines have a long life ahead of 
them, Pond Creek, it is estimated, hav- 
ing a future of no less than 200 years 
at the rate of 1,000,000 tons production 
annually. 

Pond Creek and Island Creek are 
managed by the same interests, though 
run as separate organizations, and this 
management is one of the most ex- 
perienced and skilled in America. This 
is not only true from the operating 
viewpoint but from a financial view- 
point as well. Pond Creek’s finances 
have been well guarded, the manage- 
ment has been conservative and yet not 
ungenerous with regard to dividends, 
the plants have been kept up in good 
shape, and in general the company has 
been maintained in a very healthy con- 
dition. There is probably no mine in 
America which is run more efficiently. 


Last Year’s Record 


Despite some formidable obstacles in 
1920 the company managed to make a 
creditable showing. Net earnings 
amounted to $2.87 a share on the 212,- 
920 shares of capital stock ($10 par 
value). This was more than twice the 
year’s dividend disbursements. 


In 1920, production amounted to 734,- 
954 tons, not a particularly good rec- 
ord in comparison with other years, 
but which was the result of railroad 
troubles in the early part of the year, 
whereby an insufficient number of cars 
was provided the coal companies, and, 
in the second half of the year, to the 
serious strike which took place (and 
is still going on) in Mingo County, W. 
Va., just across the way from the 
company’s properties. This strike drew 
off a considerable number of the miners 
and left the company short-handed. 

However, the ill effects of these two 
factors were almost completely offset 
by the high prices which were obtain- 
able for the company’s products during 
the greater part of 1920, and for that 
reason the loss in production did not 
finally show up very strikingly in the 
vear’s earnings. 


On the other hand, had there been 
no such thing as a freight car short- 
age and a miners’ strike undoubtedly 
Pond Creek would have broken all 
earnings records. 


The Present Situation 


During 1921, its labor situation be- 
ing relieved and the railroad car situa- 
tion greatly improved, the company 
has been able to make a much better 
showing with regard to production. In 
the first six months of the years, the 
output was 526,000 tons, or more than 
double the amount in the same period 
last year. At the same time, earnings 
amounted to $1.92 a share or more than 
sufficient to cover the full year’s divi- 
dends of $1.50 a share. The last re- 
port is for August and this shows the 
company to have earned more than $2 
a share for the seven months’ period. 


The increase in earnings during this 
period was due principally to two fac- 
tors: (1) the release of old orders in 
increasing degree and (2) the stimulus 
given coal exports by the strike in the 
English mines last Spring. With the 
latter factor, in particular, no longer 
of importance, and the export business 
practically dead, it is hardly probable 
that the company can make so good a 
showing for the balance of the year as 
it made during the Spring and Summer 
months, 

However, a new factor is beginning 
to operate. As stated in the beginning, 
Pond Creek mines a coal which is 
greatly in demand for coke production 
purposes. With the iron and steel in- 
dustries showing a tendency toward 
improvement, the demand for coke has 
increased and prices have been ad- 
vanced. This means that the company 
is likely to make up its loss in export 
business from the increase of business 
resulting from the greater iron and 
steel demand. 

Additionally the gas companies are 
commencing to come into the market 
more freely. The company will profit 
from this business in addition to the 
new business which it is receiving from 
coke and by-product coke manufac- 
turers. 


With the increase in business from these 
sources and other sources, the company 
should increase production and _ conse- 
quently its gross receipts. While it is not 
likely that prices will go higher in the near 
future, the added volume of business should 


provide satisfactory earnings, considering 
the efficiency with which the mine is run 


Financial Condition 


The company has a relatively small 
capitalization, there being only $569,- 
500 10-year convertible gold 6s due 
June 1, 1923, outstanding and 212,920 
shares of capital stock of $10 par value. 
The notes are being gradually retired. 
Last year the company bought in 
$198,000 of these notes and the entire 
amount should easily be retired by the 
time they come due. This will leave 
the 212,920 shares to share fully in the 
earnings of the company. 

The company is remarkably strong 
in cash, having over $1,000,000 in the 
treasury. This is the largest amount 
ever held, the nearest being $770,000, 
held at the end of 1917. At the same 
time current liabilities are ludicrously 
small, the entire amount being about 
$280,000. In other words, the company 
is in a position to liquidate its current 
liabilities almost three times over from 
its cash holdings alone, which is a very 
unusual situation. 

As a matter of fact, net working 
capital amounts to about $1,500,000 or 
approximately $7 a share on the capi- 
tal stock. Figuring the more than 
200,000,000-ton coal reserve to be worth 
the ridiculous sum of 25 cents a ton, 
this would make the 212,920 shares 
worth $50,000,000, or $400 a share. Of 
course it would take 200 years to take 
this out of the ground, so that figures 
are of theoretical interest only. Nev- 
ertheless, they indicate the sterling 
value behind the shares. 

After the notes are completely re- 
tired, the stock will share in earnings 
to a greater degree, probably to an 
amount exceeding $1 a share annually, 
this in addition to the current rate of 
earnings. In any case, it is difficult to 
see why the stock should not earn, on 
the average, at least from $2 to $3 a 
share annually, which would permit the 
distribution of at least the current rate 
of 37% cents a share quarterly. 

The stock is quoted at around 14, 
giving a yield of over 10% on the in- 
vested money. It sold last year as high 
as 26% and in 1919 at 31%. The pres- 
ent is almost the lowest price in his- 
tory and should be taken advantage of 
by investors who are partial to good 
low-priced stocks. If held for a period, 
undoubtedly investment in this stock 
should result profitably. 
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No. 5—American Cotton Oil 


Hard Hit by Price Declines—Shares Not Attractive Just Now 


ESPITE the fact that the company 
had been in the business for twenty 
odd years and was familiar with 

all the angles of its more or less specula- 
tive product, American Cotton Oil was 
caught entirely unawares by the decline in 
commodities toward the end of last year 
and the early part of this year, and as a 
consequence was forced to take some very 
heavy losses. 

American Cotton Oil, as the name signi- 
fies, deals principally in cottonseed oil, cot- 
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tonseed cake, cottonseed meal and other 
cotton by-products. It also deals in edi- 
ble oils and soaps. The base from which 
the company’s products are manufactured 
is cottonseed. The cotton situation, there- 
fore, plays a great part in the company’s 
business and give its fortunes a specula- 
tive background. 

Together with the decline in cotton 
values at the end of 1920 and the begin- 
ning of 1921, cottonseed oil also dropped 
precipitously. Pre-war prices for this 
commodity ranged between 6 and 10 cents 
a pound, rising to over 21 cents a pound 
in the grand advance in commodities 
which took place in the early part of 1920. 
By the middle of that year, however, when 
the bubble of high prices burst, the cotton- 
seed oil market, along with other markets, 
went to pieces. By April, 1921, prices 
had dropped to as low as 5% cents a 
pound. 


The Effect of Deflation 


Obviously, this had a very disturbing 
effect on the company’s affairs. The drop 
in cottonseed oil from around 21 to 6 cents 
a pound caused a terrific slump in inven- 
tories. Actually, the company sustained 
a loss estimated at $10,000,000 in the in- 
terval between December, 1919 and No- 
vember, 1920. However, the loss was 
written off and absorbed. By the begin- 
ning of the current year, the entire inven- 
tory problem was settled, this figure being 
brought down to a rock-bottom basis, and 
the company consequently found itself in 
a good position to go ahead with business. 
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One of the results of the loss in inven- 
tories and falling off in business was that 
bank loans jumped from nothing to $5,- 
800,000. But the acquisition of these 
loans placed the company in a strong 
financial position and removed all neces- 
sity for further financing. 


A Foresighted Management 


With the foresight for which this man- 
agement has been noted, it ordered the 
suspension of the dividends on the common 
stock as far back as June, 1920. How- 
ever, while it planned well, it was unable 
in the short time at its disposal to build 
up an invulnerable front against the com- 
ing economic tidal wave of breaking 
prices. As a consequence, Cotton Oil was 
compelled to order the suspension of divi- 
dends on the preferred stock in the early 
part of the present year. Neither dividend 
has been resumed since and probably will 
not be for a considerable period. 

As another step toward adjustment, the 
company effected a 10% wage reduction 
on its 500 employes. It also took other 
steps along the line of retrenchment, in 
which respect it moved in a parallel line 
with other industrial corporations affected 
by the decline in prices. 


Competitive Conditions 


Unfortunately there in another factor to 
consider in connection with the company’s 
prospects. Compound lard, which is one 
of the derivatives of cottonseed oil under 
present conditions is in competition with 
lard. With the latter selling at about 
93% cents a pound and compound lard 
at 11% cents, the latter is obviously at 
a disadvantage. Also the market of cotton- 
seed oil for the production of butter sub- 
stitutes comes into competition with 
the natural product under present condi- 
tions. With the price of creamery butter 
considerably lower than last year, the de- 
mand for butter substitutes has declined. 

Nevertheless the rise in cotton prices and 
thereby in cottonseed oil prices is prob- 
ably of more fundamental importance. 

Since Spring, however, conditions have 
bettered. The rise in cotton prices has 
been a fortunate thing for this company, 
having had the effect of advancing cotton- 
seed oil prices from the lowest level of 


_534 cents to the present level of about 9 


cents. Obviously this will have a favor- 
able effect on the company’s earnings and 
should result in an appreciation in inven- 
tory values by the end of the year. 

All through the poor operating year 
1920-1921, one end of the company’s busi- 
ness has held up remarkably well. That 
has been its soap manufactures. The com- 
pany makes the enormously popular “Fairy” 
soap, and the equally popular washing 
powder, “Gold Dust.” Incidentally, the 
value of the trade-names belonging to 
these two products is something to be con- 
sidered in estimating the value of the 
stock, 

It may be presumed that this end of the 
business will continue to do well. The 
question is whether its edible oils and 
other by-products will improve. This de- 
pends partly on conditions in this country 
and partly on the company’s export trade. 


From a domestic viewpoint, conditions are 
improving and the company is already be- 
ginning to profit from the results. Ex- 
ports, too, have shown a tendency to in- 
crease owing to the scarcity of edible fats 
in Europe, but there is still room for con- 
sidable improvement in this respect. 


Cenclusion 


That the company has been very hard 
hit by the decline in prices is very evi- 
dent from a study of its balance sheet and 
from an analysis of genera! conditions sur- 
rounding the industry. However, business 
has begun to improve and the rise in 
prices which has recently set in should 
help the company make a better showing. 
From a trade viewpoint, the outlook is 
more or less encouraging. 

American Cotton Oil’s funded debt con- 
sists of $5,000,000, 20-year, 5% bonds, due 
May 1, 1931, and $10,000,000, 5-year, 6% 
notes, due September 2, 1924. Both issues 
are substantial investments at current 
levels, the 5s selling at about 73, with a 
yield of about 9% to maturity, which 
makes it exceptionally attractive, as the 
bond is not truly in the speculative class. 
The 6s are quoted at 90, with a yield of 
980% to maturity. 

Neither of the two stock issues are par- 
ticularly attractive considering the two 
fairly large bond and note issues ahead of 
them. The preferred stock has had an 
excellent record in the matter of paying 
dividends, having maintained the full rate 
from 1893 until the present year, when the 
dividend was passed. However, since that 
period $10,000,000 notes have been added 
to the capitalization, so that the preferred 
stock will be in a more or less uncertain 
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position until these notes are out of the 
way. 

The common stceck has had a very ir- 
regular earnings record. While it has suf- 
fered an extensive fall marketwise, under 
the conditions described above, it does not 
appear attractive, even at these levels, ex- 
cept possibly as a very long-range specu- 
lation. 
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ERIE 6% AND BEAVER BOARD 8% 
Their Interesting Status 

I would like to take this opportunity of seek- 
ime information rom your “Inquiry Depart- 
ment,” im vegard to the safety of principle and 
interest, and also the future prospects of the 
following Bonds:—Erie & Jersey 6s 1955 and 
Beaver Board 8s 1933.—F. A. 3S. 

Erie and Jersey 6s 1955 is one of the 42 
bond issues of the Erie System, but it is 
a closed mortgage to the extent of $7,000,- 
000 assumed by the Erie Railroad Com- 
pany. The mortgage is a first lien on 
38 miles from Highland Mills to Graham, 
New York, forming part of a low grade 
freight line of the main line of the Erie 
Railroad. The line is double track and 
carries practically all the fruit freight traf- 
fic of the system. This bond is very well 
secured, but rather inactive. 

Beaver Board 8s 1933 is the only obliga- 
tion of the Beaver Board Company which 
is an old established business and the com- 
pany has been making good earnings and 
stands to benefit by the revival in build- 
ing construction now under way. The 
unfortunte part of the financing of this 
company is that the flotation of these bonds 
was placed in the hands of Imbrie & Co., 
which failed. About $3,000,000 of 8% 
gold notes had been turned over to the 
bankers, payments being made only on 
about one-half of this amount when the 
failure came. As a result $1,500,000 in 
notes was tied up in the failure to which 
the Beaver Board has not yet received 
payment. It has been stated that there 
is nothing wrong with the Beaver Board 
Company fundamentally. We believe that 
these notes in their big decline this year 
have discounted the worst in the situation 
and believe that if you are already a hold- 
er we would not sell out at these levels. If, 
however, you have not purchased, we would 
avoid the uncertainty by staying out of 
this bond for the time being. 


UNION OIL 
Its Affiliation with Royal Dutch? 


Please let me have all the information that vou 
have on record of the Union Oil Co. of Delaware. 
What I want to know farticularly is whether 
the deal between the Union and the Dutch Shell 
interests is still pending or has been abandcned. 
Thanking you in advance for same I beg to 
remain, M. 


If we were to send you “all the infor- 
mation we have on record” with regard 
to the Union Oil Company of Delaware, 
we would have to write a book. 

The company showed earnings of 65 
cents a share for the six months ended 
June 30th, 1921, which compares with 86 
cents a share on about the same number of 
shares outstanding in the same veriod last 
year, namely, 1,366,794 shares. It is diffi- 
cult to understand the company’s income 
statement because it shows gross earnings 
of around $4,000,000 and expenses around 
$2,000,000 leaving net earnings around $2,- 
000,000. From the net earnings have 
been deducted depreciation, depletion, etc., 
amounting to $1,174,196. Of course, these 
write-offs might or might not have been 
justified. It is quite evident from this that 
the company now has a gross earning 
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power of $4,000,000 for six months or the 
equivalent of $8,000,000 annually. The 
company shows a profit and loss surplus 
of $3,000,000 at the end of the financial 
year. For the end of last year the com- 
pany showed earningsof $2.85 a share on 
its common stock derived from operating 
earnings around $12,000,000 for the year. 
The net earnings for that year were around 
$5,000,000. Undoubtedly the company has 
suffered in common with many others 
through the fall in oil prices but the va- 
rious units that went into the company are 
capable of considerable development and 
eventually the company should have a 
much larger earning power. 

We cannot find any reference anywhere 
in our records of any negotiations with the 
Royal Dutch Company that is very inform- 








RULES OF THE INQUIRY 
DEPARTMENT 


Inquiries and opinions as to intrinsic 
value, earning er, amd other facts 
and statistics a t securities, will be 
answ free of charge subject to the 
following provisions: 

1. Those who send in inquiries must 
be regular subscribers—not newsstand 
buyers. 

2. All inquiries should be brief, with 
name address legibly written or 
typed. Such sheets should not contain 

reference to _ changes 
remitt etc., as these 
are handled by 1 separate departments. 
The latter should be by separate letter. 

3. Stamped addressed reply envelopes 
should be enclosed to avoid mistakes. 

4 Ar bl b of inquiries 
will be answered for each se: uring 
the term of a rors . periodically. 
We reserve the right to “reject inquiries 
from any AE who is imposing 
on the facilities thus provided. 

5. Subscribers may use the wires or 
call for a telegrap’ ic reply or night 
letter ( or collect without extra 
charge) 

6. We do not give speculative advice 
covering purchases for “turns” or short 
selling, through this Department. Our 
opinions are based on investm<nt values. 
Subscribers interested in trading should 

ly for descriptive booklet regarding 
The Trend Letter Trading Service.” 

7. Unless otherwise requested, we an- 
swer all inquiries BY MAIL. The in- 

quiries im these pages are a few 
SAMPLES from the hundreds received. 
Our relationship with, and the business 
of, our subscribers is mutually confi- 
dential. 


























ative although Senator King of Utah in- 
troduced a resolution requesting a report 
as to the relationship between the Shell 
Oil Company of California and the Union 


Oil Company. Apparently Senator King 
wishes to prevent foreign corporations 
from, in any way, controlling American 
companies. This is about the only infor- 
mation on the subject on our files. 


COSDEN & CO. 
Is It a “Standard” Protege? 


As a subscriber I wish to inquire about Cos- 
den & Ca. TI hane their financial statement of 
Dec. 31, 1920, but have been unable to secure 
any important data for first nine months of 
1921. Some authorities think Cosden is a part 

S. O. of Indiana and will eventually be con- 


pe a? the latter as was Midwest Refin- 


ing.—H. 
The last report we have on Cosden & 


Company is the semi-annual one for the 
six months ended June 30, 1921, reporting 
surplus after expenses and interest of 
$2,327,523, which comparcs with $6,632,586 
the corresponding period of 1920. 

The total income was around $19,000,000, 
against $26,000,000 in the corresponding 
six months of 1920. Net earnings after 
taxes were as stated, while dividends for 
the six months.were nearly double that of 
the corresponding period, reducing final 
surplus to $1,189,825, against a little over 
$6,000,000 in the corresponding six months. 

The earnings showing $16 a siiare earned 
on its stock in the calendar year, 1920, 
made no deduction from income account 
for depreciation, depletion or drilling ex- 
penses. These charges should have been 
around $6,000,000, which would make the 
earnings for 1920 about $8 a share. 

We do not know whether Cosden is a 
subsidiary of “Standard Oil” but under- 
stand that it has some arrangement to 
supply Standard Oil of Indiana with crude 
oil, which the latter converts into gasoline. 
It is just our guess that eventually it may 
be taken in by Standard Oil of Indiana 
as was Midwest Refining. 


A TRADING PLAN 
Putting Bonds to Work 


Yesterday I visited your officers in order te 
see some one wha would vive me some practical 
points. After a little pondering these gentlemen 
suggested to me a better plan than my original 
one. 


The plan: To start with, 1 have $5,000 in 
bonds, two Victory and three Prudence Bonds 
of N. V. C, with which | am to open en account 
with some reliable brokerage firm such that you 
would recommend me to. 


I want the broker hoiding these bonds as «4 
collateral, to buy securities, or such as you call 
Specvestments for my account to the extent of 
$5,000 Of course, these will be only such se 
curities as you will recommend me to direct the 
broker ta huyv and hold them until you advise to 
sell, that is, after reasonable advance in price.— 
i, a ae 


In the first place we would suggest that 
you open an account with * * * * , 
New York City, a firm of very old stand- 
ing and one of the soundest in Wall Street. 
This firm is,a member of the Stock Ex- 
change. 

You could deposit your bonds with 
them and they would advance you suffi- 
cient money to purchase other investments 
provided you made payments to them from 
time to time to meet your loan. 

We would say, however, that Frudence 
bonds, although a good investment are not 
readily marketable and for that reason 
might not be considered good collateral 
by brokers who might be unable to obtain 
a loan from their bank on them. You 
might have to borrow elsewhere on them 
and transfer the proceeds into some other 
active listed bonds on the order of Ameri- 
can Telephone & Telegraph convertible 6s, 
Southern Pacific 4s, Central Pacific 4s or 
Hudson & Manhattan Ist 5s. On such 
bonds your broker could then obtain a 
loan and carry you with reference to your 
further purchases. 

‘Our Investment Letter will give you 
some good recommendations in terms of 
your subscription and for an initial pur- 
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chase we would suggest a few shares of 
Cosden & Co., Pacific Oil, Southern Pacific 
and American Telephone. You could pur- 
chase as many shares of these recom- 
mended issues as your brokers will carry 
for you after you have made arrangements 
to open your account. 

We would not of course be able to keep 
a note of your holdings and watch them 
for you, and then tell you where to sell 
and repurchase. However, you will get 
a good deal of this information from the 
Investment Letter (stock market section). 
If you care to inquire from us at any 


time when any of these stocks have had- 


a good advance after you have purchased 
we would be glad to give you our advice. 





THE SMALL INVESTOR 
Good Brokers Are Vital 


I am glad to know that your organization is 
not so big as to leave the small investor on the 
outside. Surely such a policy cannot help but 
succeed, 

In accordance with your letter I am sending 
the name of the firm with whom I am doing 
business. It is —— Chicago, Illinois. 

If this firm is not reliable, what is the proper 
way of handling this account? Just what would 
you do under the circumstances? I am _ pur- 
chasing of them on the partial payment plan. 

I also have @ margin account with, — 
New York City. 

If these firms are not Al, would you refer me 
to some reliable broker as "I find it almost ém- 
possible to get a financial paper to give the 
name of such a firm.—F. P. 

We are glad that we have been able to 
help you and stand ready to do so in the 
future as in the past. 

We regret we cannot indorse both the 
firms named in your letter without quali- 
fications and would say that so far they 
have not come up to our standard. 

We would suggest that you place your 
account with firms we believe are very 
well qualified to serve you, and with whom 
we would not hesitate to place our per- 
sonal funds. 








YUKON GOLD 
That $20,000,000 Horde? 


Kindly send me your anal sis of the following 
securities:—Yukon Gold nited Retail Stores, 
and General Motors Pfd. 6%.—W. G. B. 

With reference to Yukon Gold, the com- 
pany is still showing deficit although the 
deficit for 1920 was not as great as that 
for 1919, which is a favorable sign. The 
company showed a deficit of nearly $400,- 
000 last year compared with over $1,000,000 
in the previous year. The annual report 
says “considering adverse conditions which 
have obtained in the gold mining industry 
operating results for the year are as good 
as could reasonably be expected.” 

The drop in the cost of material and 
supplies should have a good effect on the 
operations of this company as it has been 
showing an operating profit and other in- 
comes around $500,000 annually for the 
past two years, but interest and expenses 
have consumed the best part of this almost 
invariably. The company also has a very 
heavy depreciation account that eats into 
the surplus. The company shows a 
balance of assets of nearly $3,000,000 above 
liabilities and we would say that it is in 
a strong financial position. The general 
manager stated recently that the properties 
owned or controlled by the company in 
the U. S. A., Yukon and Malay States 








are estimated to contain net operation 
profit of approximately $20,000,000. The 
stock looks like a good gamble for a 
rather long pull. 


“PENNSY’S” BONDS 
Income Tax vs. Trading Taxes 


Kindly inform me regarding Pennsylvania Rail- 
road Bonds—whether the five per cent nds 
were better than the four and one-half and 
whether these bonds would have as much security 
behind them as the five per cent. 

Furthermore, I did ask that you be good enough 
to let me know just what the Federal and State 
Income Tax laws cover, in regard to marginal 
transactions. 

Assuming that a profit was made during the 
year 1920 on marginal trading, would it be neces- 
sary to pay any income tax on such profits, not- 
withstanding the fact that stamp tax had already 
been paid both to the Federal and State Govern- 
ments? In cther words, having paid a tax on all 
transactions $4 per hundred units—is it necessary 
to pay also an income tax on whatever profits that 
have accrued on all such transactions? When 
sending this letter I enclose sufficient amount of 
stamps, but I never received any reply nor have 
I noticed any reply in the magazine, although I 
have since then received three issues and I thought 
you might make a reply in the magazine for gen- 
eral information or send me a reply by meil in 
view of the fet that I enclosed stamps for this 
>urpose.—O, F. W. 

The payment of Federal and State Gov- 
ernment taxes to your broker by paying 
$4 per 100 is the tax on trading. This 
has nothing to do with your income tax 
which is a separate thing. You must pay 
taxes on your profits after deduction of 
all losses in connection with all transac- 
tions and if you do not sell in any year, 
you will have to account for dividends 
or interest received and pay taxes on 
that. 

If you should hold a stock and it should 
decline, you can decide to “establish your 
loss” by selling your stock in that year 
and you are at liberty to repurchase it 
at any time in the following year. 

To make it perfectly clear to you, you 
must pay taxes on your net profits for 
the year, which would naturally give you 
the right to deduct all your losses. This 
only applies to transactions actually closed 
off at the end of the year. 

With reference to Pennsylvania bonds, 
the consolidated 44s of 1960 have a gilt- 
edge rating and the same rating applies 
to the general 5s of 1968. There is little 
to choose between the one or the other 
and it is best to buy that bond which gives 
a better yield at the time of purchase. 
However, these two bonds usually sell at 
about the same income yield rate. 

You have not stated specifically which 
of the bonds you hold, but we would say 
that it is almost impossible to discriminate 
between the 414s and the 5s as this would 
involve a physical valuation of the proper- 
ties which would be next to impossible. 
We believe it will satisfy your require- 
ments to know that we.give the highest 
possible rating to both bonds. 





AM. CHICLE 
Too Much Financing? 

I am the owner of 5S American Chicle at 
$40.00. It is now selling about 

Would ét he advisable to average down or get 
out?—J. H. 

American Chicle Company, of which you 
own five shares at $40, has declined heavily 
due partly to the general decline in the 
market, and probably because large holders 
did not care about the various phases of 
new financing entered into by this com- 
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pany during the past year. No very late 
earning statement is available after that 
published at the end of 1920, showing a 
net income of $792,000 for the year, out 
of which the company paid the rather 
generous dividend of $631,172, which 
almost wiped out the year’s profits. The 
company had a surplus of a little over 
$3,000,000 last year but wrote off about 
$1,000,000, which left a final surplus of 
around $2,000,000. 

Apparently the stock has adjusted itself 
to the unfavorable features of the situation, 
including the passing of dividends on the 
common and preferred stock, which should 
place the company in a much stronger cash 
position for the future. 

American Chicle has done about all the 
financing it should do for a while and we 
expect to = the stock do better eventu- 
ally. 

We wo... aot average down until the 
situation is more clearly defined but merely 
hold the shares you have at present. 





WESTERN UNION 
Why Change? 


Will you please give me your opinion in re- 
gard to the exchange of Western Union on the 
present market for some good preferred stock 
of railroads, or industrials, and which you would 
select with a reasonable view to safety, taking 
into consideration the prospect of an advance in 
prices. 


There might be some other stocks you would 
prefer to exchange for or to buy common as 
well, I have all the Union Pacific and United 
Fruit I care for. 


You might give me the names of two or three, 
in the order of your choice, that I will consider 
in case you think it best not to change the West- 
ern Union. T have felt that this stock was not 
quite as good to hold for a long time as some 
others. I am looking for long time investments 
aig you im advance for this kindness.— 


We see no real reason why you should 
want to get out of Western Union. The 
company’s dividend does not seem to be 
in any danger, its earning have been uni- 
formly good and the stock is selling at a 
reasonably low level. 

You could exchange for American Tele- 
phone around 107 paying 9% as we believe 
eventually Telephone should sell around 
125 or higher. It is far too low for a 9% 
stock. Another good 9% selling very low 
is Delaware & Hudson, around 101, and 
we see no real reason why that stock 
should sell so low. 

We note that you hold Union Pacific 
and United Fruit, which are investment 
issues that should bring you a very good 
profit eventually. 

However, we would advise you to watch 
United Fruit rather carefully as its divi- 
dend is high based upon double the quan- 
tity of stock issued during the last re- 
capitalization of the company. We would 
not consider United Fruit quite so con- 
servative an investment as Union Pacific. 
Western Union or American Telephone. 





TWO CHEMICALS 
Va.-Carolina—Am. Agriculture 


In your last issue you suggested a change from 
American A icultural & Chemical Company 
common to Virginia Carolina common, 

Will you kindly send me the latest report on 
this company?—J. C. B. 


Virginia Carolina Chemical showed a 
deficit of $15,634,355 for the year ended 


(Continued on page 946) 





























Courtesy National City Co. 


Buildnmg Your Future Income 


Advice from an Old Timer 


UR own Old Timer settled back in his comfortable chair, took at least three long draughts of his in- 

evitable pipe, cleared his throat impressively, and then proceeded to answer: 

“I’ve seen panics, big ones and little ones. I’ve been in the Street when the veriest tyros and neophytes 
couldn’t help make profits. I’ve watched the tape with the thousands of others during months and months 
of dulness. In the time I have lived, every kind of market that could be had was had. 

“And, in all my life, I’ve just seen one kind of man make good with any degree of consistency—and 
that was the fellow who studied the market, who steeped himself in facts and figures, who looked upon se- 
curities transactions as.a business, not a game, and who worked at that business.” 

The Old Timer began to get excited: 

“When you stop to think of it, the way most people dabble in stocks and bonds, nibbling at any bait 
that’s thrown them, never investigating, never looking beyond their noses, never reading any more than they 
can help, and continuously and persistently letting other people do their thinking for them—why, man! it’s 
a positive reflection on human intelligence!” 

We suggested that most of these people wouldn't go about their own business that way. 

“Certainly not!” snapped the Old Timer. “Take this neighbor of mine: He has been consistently 
drawing down at least twelve thousand a year in commissions for the last ten years—and he’s made that 
money by hard, sweating work. I’ve known him to leave his house many a time before sun-up to get an early 
start to a prospect. And yet, do you know, that same fellow will buy almost any stock almost any time no 
matter who recommends it to him. I wouldn't be a bit surprised some day to learn that he has been taking 
tips from his chauffeur. And he won't read anything or Jearn anything about what he’s buying except the 
open, high, low and last in the morning paper.” 

Knowing he wanted us to do so, we asked how Neighbor had fared. 

“Well, figure it out,” growled the Old Timer. “He mortgaged his house last week.” 
for OCTOBER 29, 1921 ; 















How An 





Immigrant Plans to Make Good 


A Conservative Course Mapped Out for Journey to Financial wipe 


TARTING at the age of thirteen to 
work for the humble sum of “due 
soldi” (2 cents) a day, I worked in 
my native country for nine years, gaining 
much in experience and getting a thor- 
ough training in the trade of machinist. 
I conceived the idea to come to America, 
and by the strictest ecenomy, I was able 
to save, during these years, the large sum 
of 500 Italian lire, equivalent, at the nor- 
mal rate of exchange, to one hundred 
dollars; sufficient to pay my third class 
passage to the United States. 
Fortunately, after two months of hard- 
ship in New York City, my hard earned 
savings gone, I at last obtained a position 
at my trade. I am still employed with 
the same company, but in a somewhat 
higher position. The idea to reach in- 
dependence, financially at some time, al- 
ways has been in my mind, but how to 
start, being a new-comer, a stranger in 
a land with a new tongue 


By “EVOLUTION” 


tion or two, I think, were more con- 
servative, and I still bought by cash a 
number of each of the following: Cities 
Service preferred, Pennsylvania R. R., Ad- 
vance Rumely preferred, U. S. Rubber 
preferred, liberty bonds of every issue, 
Belgian Government bonds, Italian Gov- 
ernment bonds, and French Government 


bonds. 
Studying Begins 

About this time I started to study Tue 
MAGAZINE OF WALL StreEET, which gave 
me a broader idea of financial topics. The 
many articles about financial independence 
written in this magazine gave me the 
stimulus to study for a plan of my own. 

I could not follow the plan of the min- 
ister who signed his article “Clericus,” be- 
cause I did not have the time free to study 
the daily financial movement of the mar- 
ket and also because I doubt that his 
plan could work out. 


tioned income of $500 making a total of 
$1,200. 

On this as a basis I have formed the 
following plan, parts of which I have al- 
ready put into execution: 


The Plan 

By using my Liberty bonds and some 
of my certificates as collateral, I can bor- 
row from my bank enough to buy the 
following stocks: 

Ten shares of Standard Oil of New 
Jersey 7% preferred. 

Ten shares of Northern Pacific R. R 
7%. 

Ten shares of Bethlehem Steel 8% pre- 
ferred. 

Ten shares of United States Rubber 8% 
preferred. 

Ten shares of American Tel. & Tel. 8% 
common. 

Ten shares of Union Pa- 
cific 10% common. 





and new customs—that was 





the problem. With the aid 
of the evening school, news- 
papers and magazines, I have 
made a long step toward the 
goal, 
The First Lesson 

In 1914 I had the first 
lesson, i.e, to shun tips. A 
friend of mine told me to 
invest my savings in the 
International Correspondence 
School of Scranton, Pa., and 
that it was a “good” concern: 
Having had too little experi- 
ence in investing, I took his 
advice and lost what was then 
to me a “fortune.” When the 
war started and this concern 
stopped paying dividends, I 
woke up with a start. No 








The accompanying article was written 
and submitted by a reader in the course of 
a Prize Contest conducted by the Building 
Your Future Income Department last fall. 

It shows how the gospel of “safe and 
sane investing,” preached so persistently in 
these columns, gradually won over a job- 
less immigrant to our shores and eventu- 
ally established him well on the road to 
financial independence. 

Living testimony, this, of the possibili- 
ties that lie in the securities market for 
persons of small means as well as large. 


The purchase of these 
stocks calls for about $6,- 
170.00; yearly dividends of 
these stocks will reach $480; 
yearly interest paid on my 
loan about $370; yearly dis- 
count caused by my month- 
ly payment, $38.50; yearly 
total of monthly payment 
(as above stated), $1,200. 

Anyone can see that the 
dividends from these stocks 
will pay the interest, leav- 
ing a surplus of $110.00 
yearly to be used toward 
diminishing the loan. 

By making my monthly 
payment of $100 from my 
present saving and from my 
present income (as stated 














more tips for me! 

A fortuitous case put me 
on the straight line. 

About this time I happened upon the 
financial pages of the New York Ameri- 
can. Consequent study of the investors’ 
columns of inquiries and answers, and fol- 
lowing the daily market taught me to 
study out each problem for myself. 

Perhaps my first investments were too 
speculative, but to counteract this fault, 
the stocks were good dividend payers, they 
were always marketable, and I bought 
them with cash. 

The Start 

Dividing my savings into several parts, 
I invested in five shares of New York 
Central at 68; five shares of United Cigar 
Stores at 85; five shares of Southern Pa- 
cific at 80; five shares of Bethlehem Steel 
common at 80, and five shares of American 
Beet Sugar common at 75. 

From some of these stocks I have de- 
rived benefit, some I sold with profit and 
some I still hold, believing in the future 
possibility. 

The more stocks I bought the greater 
my desire became to buy more, and I 
accordingly saved with greater energy. 
My next investments, with an excep- 





Two suggestions from your magazine, 
i.e., to buy good preferred stocks and to 
borrow money from a bank with Liberty 
bonds as collateral, have stuck in my mind 
and have formed the basis of my plan for 
future independence. 


A $500 Competence Already 


I am thirty-one years old, and to date 
have reached an income of nearly $500 a 
year beside my wages; at thirty-six I think 
I will have about $1,000 yearly income. 
Some unknown circumstances may make 
my plan fail, but failure, if it does come, 
will not come as the result of spectacular 
marginal buying, or puts and calls, or as 
the result of any other get-rich-quick 
scheme. I still like to sleep at night. It 
is with the firm policy of saving that I 
will reach the goal. 

By careful planning and wise expendi- 
ture it is possible even in these days of 
high prices for my small family to live 
comfortably.on $120 a month. Allowing 
ten dollars a month for incidentals, I can 
save about sixty dollars a month, or about 


$700 a year, with my previously men- 


THE MAGAZINE OF WALL STREET 


above) there will be a dis- 
count of about $38.50 a year. 

Altogether four and one-half years, ac- 
cording to this plan, will complete the 
payment of these stocks. 

By that time, I will be ready to plan 
for my next step forward. 

How Developed 

I have developed with my savings, my 
investments, and income. It is a matter 
of evolution. In conclusion then, my 
idea is that of reaching financial inde- 
pendence, (1) through independent per- 
sonal study, (2) persistent personal disci- 
pline, (3) persistent personal saving, 
thrift but not privation, (4) careful study 
of each proposition, (5) careful conserva- 
tive investment, through a disinterested 
bank. I feel that this plan is not only a 
plan to reach financial independence at 
fifty, but is also an excellent scheme for 
Americanizing the foreigner, as well as a 
good plan of guidance for thrifty Ameri- 
cans. 





We congratulate you on your plan; and 
we thank you for one of the most cheering 
articles received by this magazine, whose 
greatest effort is toward helping new- 
comers.—Editor. 



















What Should Small Investors Buy? 


Opportunities the Present Market Affords—Recommendations for All Classes 


LITTLE while ago this department 

had an idea. It may have been a 

good idea. It may have been not 
so good, It may not have been a very 
new one: 

Anyway, this is it: 

When a small investor starts looking 
about for a place in which to put his 
surplus funds, he finds himself confronted 
with a mass of documentary and verbal 
advice the like of which he will not en- 
counter, probably, under any other con- 
ditions, 

First, he has his friends—old, experi- 
enced, canny, cautious and shrewd in- 
vestors, every one of them—each one 
possessed of a mass of deep and pene- 
trating knowledge. They all insist upon 
being consulted. 

Then he has the product known as 
“market . literature”—circulars, pamphlets, 
brochures (highly illustrated), descrip- 
tions of new bond issues, etc., etc., etc., 
ad inf. 

Then he has his lawyer, and his bankes 
and, as like as not, his doctor,—each 
one sure to know that our hero is about 
to take a whack at securities and deter- 
mined to steer him over the right course. 

And, on top of all, the Statistical 
Manuals, and the files of the various finan- 
cial publications, which must be consulted. 

No wonder, then, that so many small 
investors become confused when the time 
comes for their first voyage into the, for 
them, uncharted sea of investing. Who 
would not be confused? 

It reminds us of a recent version of an 
old expression: When you think of the 
complications a man encounters in the 
process of building a house, the wonder 
is not that he should have erected such 
a weird dwelling, but rather that he should 
have erected any dwelling at all. 

When you think of the complications a 
new investor encounters, the wonder is 
not that he should make so many mis- 
takes but, rather, that he should find it 
possible to make anything but mistakes. 


The Idea 


The idea, then, is to get up an article 
which can be sent to new, or small, in- 
vestors, and which will do three things: 

First, it must sweep aside all the ac- 
cepted mannerisms and phraseology of 
Wall Street, and talk to Mr. New In- 
vestor in language that the perfectly in- 
telligent but inexperienced man can under- 
stand. 

Second, it must present to him plain, 
straightforward investment recommenda- 
tions, explained in just enough detail for 
him to understand why the recommenda- 
tions are made. 

Third, it must show him just how 
much he will have to pay out if he de- 
cides to act upon the recommendations, 
as made; and also just how much return 
he will get. 

This article is an attempt to live up to 
the above-explained idea. It is intended 
to point out to new investors just what 


OC TOR R 20 07 
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securities it would be best for them to 
buy under present conditions, making 
every effort to avoid complicating terms 
and phrases. 


Three Classes of Investors 


After you have stripped the argument 
of all its contributory complications you 
find that, in the final analysis, there are 
just three classes of investors, i. e., the 
conservative class; the semi-conservatives 
and the radicals, 

Class No. 1 includes the well-known 
widows and orphans, about whom so 
many tears have been shed; the girls who 
are working at from $12 to $18 a week, 
cooking their own dinners and serving 
them, and cleaning up afterwards when 


only a complete reversal of the economic 
system could seriously harm. 

The list, having been compiled, will be 
found under the heading Group 1, which 
members of the specified class are re 
spectfully requested to consult. It will 
be seen that the list contains 10 securi- 
ties; and we may note that those ten 
securities represent ten of the strongest 
corporations in the world today. 

First, there is the United States Govern- 
ment, the greatest business corporation 
in the world whose 3rd Liberty Loan is 
recommended at its current price of 95 
(approximate). If this bond is much 
less valuable, in relation to its face value, 
than a $100-bill, we don’t know of it. The 
factors which cause it to sell at a con- 























GROUP I 
Interest Interest Ma- Approx. Approx. 
Title of Security Rate Dates turity Price Yield 
i ee I ED no acco ce ecebececceteceoeess 4% M&s lb 1928 95 5.08 
SED noch a cals cc cecsoccécetececoeccccue 4 Mé&un 1936 88% 5.05 
Great Northern Railway Co........ iid eeuntinl heh ndbienes 7 Jaz 1936 108% 6.65 
Central Pacific Ry. Co. Ist ref. mtg............... 7 Fa&a 1949 75% 5.75 
_ € F — ~~  S oer 5 M&un 1963 95 5.30 
Standard Oil Co. of Cal. deb... ........cccccceees 7 Tada 1981 104% 6.40 
General Electric Co. deb... .... 1... cc ccccwccucwees 5 Mas 1952 &7% 5.85 
American Tel. & Tel. Co. col. tr... .. 2... ccccccues 5 7aD 1946 be 5.90 
Southern Cal, Edison Co. gen. & ref.............+. 6 Fa&a 1944 91% 6.75 
United Kingdom of Great Britain & Ire. ov........ 5% F&A 1929 90% 7.05 
*Registered bonds only obtainable in $500 denomination. 
tLowest denomination $1,000. 
GROUP II 
Interest Interest Ma- Approx. Approx. 
Title of Security Rate Dates turity Price Yield 
Pere Marquette Ry. Co, Ist mtg., Series A.......... 5 Jaz 1956 &3% 6.12 
Penn. R. R, Co. 10 yr. secured ............ oe VF Aé&oO 1930 86104 6.45 
Goodyear Tire & Rubber Co. Ist mtg. & Man 1941 103% 7.66 
*The American Thread Co. Ist mtg..... on a 7&0D 1928 97% 6.40 
E. I. du Pont de Nemours & Co.............00eeees ™ M&wN 1931 99% 7.60 
Sinclair Consolidated Oil Corp. cv............se00. ™ M&W ib 1925 93% 9.80 
The Penn.-Ohio Power & Light Co. Ist & ref. mtg. 7% M & N 1940 96 7,90 
Kansas City Power & Light Co. ist & ref. mtg.... 8 7&a&pD 1940 100% 7.80 
Danish Consolidated Municipal Loan ............... 8 Fa&aa 1946 102% 7.80 
Republic of Uruguay .......-...cccccccecccecenees 8 Fa&a 1946 99, 8.05 
*Lowest denomination $1,000. 
GROUP Ill 
Interest Interest Ma- Approx. Approx, 
{ Title of Security Rete Dates turity Price Yield 
Interborough Rapid Transit Ist & ref. mtg........ 5 Jad 1966 56 9.05 
Market Street Ry. Co. (San Francisco) cons........ 5 Mé&s 1924 77% 14.50 
Atlantic, Gulf & West Indies SS. Lines c & tr.... 5 z7a7 1959 54 9.50 

















they get home from work; the young 
men who are about to be, or who have 
just been, married, and whose incomes 
vary from $2,500 a year to, maybe, $4,000; 
and, not least by any means, the thousand 
and one persons of average means who 
have learned how to live and, as a result, 
manage to set aside a few hundred dollars 
each year which they want to put to 
work, 

Let us deal at once with Class No, 1. 
We will make up, for the members of 
this group (whom somebody, incidentally, 
correctly termed “the backbone of the 
American financial system”) a tabulation,— 
er, pardon us—a list of rock-ribbed, dyed 
in the wool, old-fashioned investments, 
which earthquakes, civil wars, revolution 
or dire catastrophe may shake, but which 





cession from its face, or par, value, are 
exactly the same as those which have de- 
tracted from the purchasing power of the 
money in your pocket. Those factors have 
not yet begun to disappear; but they have 
begun to diminish; and the recent 
strength in Liberty Bonds has been the 
inevitable accompaniment of this develop- 
ment, 

Then there appear two railroad bonds, 
one on Great Northern and the other 
on Central Pacific. 

What makes these bonds strong? Well, 
the Great Northern issue has back of it 
over 7,600 miles, or nearly 98%, of the 
total mileage of the Great Northern 
System, and that part of the System's 
income which could be used for paying 
interest on these bonds has, over a period 
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of ten years, averaged over three and a 
half times the amount needed for interest. 
The Central Pacific 4s are guaranteed, as 
to principal and interest, by endorsement, 
by the Southern Pacific Co. Even under 
present conditions, earnings are substan- 
tially in excess of requirements on these 
bonds. : 

The industrials in the list include U. S. 
Steel, the Standard Oil Company of Cali- 
fornia; and the General Electric Co. 
Everybody realizes the scope of these 
organizations and the character of their 
credit. The S. O. of California 7s are, 
perhaps, the most attractive of the three, 
since they will return the investor, at 
present prices, over 6.40% on his money 
(contrasting with 5.75% and 5.30% avail- 
able from the other two); and this de- 
spite the fact that the company’s net in- 
come is averaging something like ten 
times as much as is needed for bond 
interest. 

Next on the list come two Public 
Utility bonds. Salient features: 

American Telephone & Telegraph col- 
lateral trust 5s, maturing in 1946, are 
backed up (“secured,” Wall Street calls 
it) by a deposit of stocks of related or 
controlled companies having a market 
value, at all times, one-third in excess 
of these bonds’ par value. 

The Southern California Edison 6s 
represent one of the strongest public 
utilities in the country, serving a large 
area in Southern California which is a 
bustling and prosperous community. It 
will be noted that they rank second high- 
est on the list here given in point of 
“yield,” or return on money invested. 

As to the United Kingdom of Great 
Britain and Ireland 5%s, of 1929, they 
are recommended largely for purposes of 
diversification—that is, so that the in- 
vestor may have a varied list to choose 
from. These bonds are noteworthy for 
their conversion privilege, which it is 
worth while explaining: They can be 
converted into (or exchanged for) Na- 
tional War 5s, Fourth Series, at 100 and 
interest, Sterling exchange being com- 
puted for the purpose at the fixed rate of 
$4.30 to the pound. The National War 
bonds are payable, at maturity, February 
1, 1929, at 105%. The conversion privi- 
lege, of course, would only be valuable if 
Sterling exchange advanced, in the interim, 
to $4.30 a pound, as against $3.87 today. 
But, if Exchange did move up that far, 
the holder of one of these Convertible 
5%s would realize $105 for each $100 par 
value bond. 


Group Two—for Semi-Conservatives 


Group Two was compiled for the pur- 
poses of the semi-conservatives, who are 
here expected to sit up and take notice. 
Semi-conservatives include such persons as 
average, every-day business men, who 
can’t keep constantly watching and think- 
ing about the market, but who want a 
dash of paprika in their securities, Also, 
the group includes persons of ample 
means, who combine a knowledge of 
what they’re doing with the funds to 
back up their judgment. 

However, the list is not speculative to 
any great degree, and can be viewed with 
considerable confidence. 

The two railroad bonds are under a cloud 
just now, pending the settlement of the 
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labor controversy. However, under the 
conditions noted in the last two months, be- 
fore strike talk started in seriously, they 
appear to be desirable mediums. The Pere 
Marquette first mortgage 5s represent a 
company whose earnings have been good; 
and the Pennsylvania 7s, of 1930, represent 
what used to be the highest type railroad 
enterprise in the country, and which 
shouldn’t be expected to remain in the dol- 
drums. 

Among the industrials, a tendency to 
high yields will be noted and taken as 
a courteous warning. They are strong 
issues, however. The Goodyear 8s are 
a direct obligation of the company, and 
secured by a first mortgage on its en- 
tire fixed assets. The American Thread 
Company 6s are similarly secured and 
have ideal short-term features. The du- 
Pont 7%s represent a company which has 
been in successful operation for no less 
than 119 years, and are a direct obligation. 

The Sinclair bonds, yielding 9.80%, give 
Group No. 2 its chief speculative flavor. 
We should not buy them to the exclusion 
of ethers. But they do look attractive. 

As the contributions to be drawn from 
the Public Utility field for this group, the 
Penn.-Ohio Power & Light and Kansas 
City Power & Light bonds seemed appro- 
priate. The P. O. 7%s fall due in 1940, 
and are secured by a direct first mortgage 
on a very substantial part of the company’s 
property. The company serves an area of 
something like 600 square miles in Penn- 
sylvania and Ohio, including the famous 
Youngstown district which now ranks next 
to Pittsburgh in production of iron and 
steel. The earnings of the company for 


the year ended June 30, 1921, were approxi- . 


mately twice the amount required for in- 
terest charges. The Kansas City Power & 
Light Ist and refunding mortgage 8s ma- 
ture in 1940 and are also well secured by 
mortgage. The total value of properties is 
about $22,500,000, while the outstanding 
funded debt is $14,703,100. 

Two Foreign Government bonds are 
recommended: in Group 2, principally be- 
cause they combine high yield and good 
security to a greater degree than do most 
other issues. Principal, interest and sink- 
ing fund on the Danish bonds are uncon- 
ditionally guaranteed by the Kingdom of 
Denmark by endorsement on each bond. 
The Republic of Uruguay 8s are a direct 
obligation of a country which has had 
a favorable trade balance for many years. 


Group Ill—tor the Enviably Situated 

Persons qualifying for membership in 
Group 3 are those enviably situated mor- 
tals who can afford to take a .chance. 
This doesn’t mean that they have got to 
be in a position to stand the loss of 
every cent they place in securities; but 
it does mean that they must be strong 
enough, financially, to stand by their com- 
mitments for a decent period of time. 
They must have their insurance cared for, 
their rent paid, their grocers’ bills well 
in hand; and they must have a surplus, 
over and above what they may invest in 
speculative securities, as a reserve for 
what the accountants call “contingencies.” 

It will be noted that there are only 
three bonds recommended for this group. 
The list could be made larger, but small 
investors, like large investors, can’t afford 
to spread themselves out too thin, 

It will also be noted that the yields 
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obtainable from the bonds recommended 
for this group vary from no less than 
9.05% to as high as 14.50%. 

Now for the brief descriptions: 

The Interborough bonds are involved, 
of course, in the New York City traction 
melee. Many of our readers, being New 
Yorkers, are thoroughly familiar with 
the situation here. For the benefit of 
others, it might be noted: (1) That the 
Interborough has been declared unable 
to prosper unless relieved of contractural 
operation of certain Elevated lines; (2) 
that the Elevated lines will not brook 
cancellation of these contracts, because it 
would mean money out of their pockets; 
(3) that the whole matter has been 
plunged into a puddle of politics which 
renders its outcome as uncertain as the 
next election, 

However, these Interborough 5s, with 
45 years to mature, are looked upon as 
“safe,” with reservations, and offer an 
enticing yield of 9.05%. ' 

The Market Street Railway 5s, of 1924, 
are similarly uncertain. But offering a 
yield of 14.50%, being secured by a mort- 
gage, with the City of San Francisco con- 
templating purchase of the lines, and in 
view of the corporation’s earning power, 
they deserve a place in all speculative 
lists. 

The Atlantic Gulf & West Indies col- 
lateral trust 5s, 1959, were “written up” 
at some length in the September 17th issue 
of THE Macazine or WALL Street. It 
was stated then that, secured by deposit 
of $27,115,900 par value in shares of 
subsidiary companies, these bonds were 
attractively strong, considering their yield. 
At that time the bonds were yielding 
over 10%; since then they have advanced 
somewhat and the yield has declined in 
proportion. However, they continue 
“cheap,” in our opinion, and constitute 
an excellent speculation for those who 
can afford it. 





WOMAN ’S SPHERE IN INVESTMENTS 
Suggested Distribution of Investment 


Funds 
Group 1—The Woman in Comfortable 
Circumstances 

% of Income 

and resources 
ES ee ete 10 
RIND 9 6 54:4 6 HEWN CORSE aR KK 5 
| ere re 20 
Medium-Grade Bonds ............ 20 


High-Grade Preferred Stocks 
Medium-Grade Preferred Stocks. .10 
Common Stocks 


Group 2—The Woman in Moderate 
Circumstances 


% of Income 
and resources 


SND Sth os 5 o 5c ntheneananeute 5 
PEED! dig: , kWawidancédanue osc bis 5 
High-Grade Bonds ............... 30 
Medium-Grade Bonds ........... 25 


HighGrade Preferred Stocks ..... 25 
High-Grade Common Stocks 


Group 3—The Dependent Woman 


% of Income 

and resources 
IID Sip ha einnwis cosa alewaeeahall 10 
POP a eae ee ee es 5 
High-Grade Bonds ............... 45 
High-Grade Preferred Stocks..... 40 



















CTUAL detailed experience plainly 
narrated has always proved of more 
interest to me than fiction, theory or 

abstract subjects. The story of meeting 
the daily exigencies in the common walks 
of life, whether relating to finance or not, 
always appealed to my mind. Perhaps 
therefore an account of the experience of 
a small and modest business man in a 
small country town where agricultural in- 
terests predominate rather than manufac- 
turing and business may be of some in- 
terest to your readers, relating as it does 
to winning financial success. Not by quick 
or spectacular means, but by the slow, 
tried and tested rules, where speculation 
cuts no part and where opportunities and 
surroundings are only mediocre. 


Always Liked Investments 

In an humble way I have always liked 
investments both for the study I have in 
a small way. given to them and the re- 
turns I have been able to get from the 
same. I don’t believe in a man trying 
to save all he makes—if he did he would 
never get any good of it—but his efforts 
should be always toward saving a part 
of his income and toward providing for 
a rainy day or old age, which sooner or 
later are sure to come. 

Reared in a town of 1,500 people, I con- 
cludéd when out of the-high schovl to 
choose a vocation that to my family, and 
friends seemed quite a joke so far as 
making money was concerned. I wanted 
to be a country journalist, to run a coun- 
try paper—a business that was noted for 
its scarcity of money and its bad debt 
qualities. 

With mind made up, however, and 
nothing else in view, I entered the print- 
ing office of my town, a typical institution 
where the office towel hung in the corner 
and bill collectors were used to going 
away empty-handed. I agreed to accept 
such compensation as the editor felt able 
to pay, which proved t» be nothing, as he 
assigned just three months after I entered. 
But another man bought the office and 
inside of a year I was earning $5 per 
week. Right then I mapped out my finan- 
cial plans. I determined to own the office 
and to save a part of my earnings, what- 
ever they might be. 


Becomes Owner 


Two years later by the payment of 
$400, borrowed with my father as security, 
I was one fourth owner, and at the end of 
five years I was sole owner with $500 
debt outstanding. Now I adopted a care- 
ful system of bookkeeping so that I could 
tell exactly what I was doing. Finally 
my indebtedness was liquidated and one 
day I found $100 or so surplus in bank 
and my earnings gradually increasing. 

A notice in the paper brought a bor- 
rower for my surplus. He gave me his 
note for $50 secured by mortgage on his 
mountain farm. In a short while I bought 
a lien note of $240 recommended by a 
lawyer friend, and after that I continued 
to invest in a small way in lien notes and 
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finally bought a house and lot for $1,000, 
which was paid for within two years. I 
became married and after using this house 
for two years I built a home and after- 
wards sold the house and lot for $2,500. 


Interest in Securities Aroused 


But in the meantime shortly after I was 
married I became interested in securities. 
I got what information I could from the 
daily papers and finally fell on to THE 
MAGAZINE OF WALL Street and other fi- 
nancial journals. I began to invest from 
time to time in securities that were highly 
recommended by the bankers and brokers, 
whom I aimed to select with care. I 
always asked advice from those I thought 
were competent to judge of the security 
I desired and I have never had cause to 
regret this precaution. I have sought to 
diversify my investments among high 


of a city firm came to town selling first 
mortgage bonds on a suburban railway, 
bearing 6%, then a high rate. He was 
soon in touch with persons who had sur- 
plus money, some of them widows, others 
farmers, business and professional men, 
some of them noted for “close-fistedness.’ 
But he was affable, agreeable, fair in his 
talk. He gave a banquet to his newly- 
made friends, and to show that he was 
fair he took a party of prospective in- 
vestors on an excursion to the suburban 
railway on which the bonds were issued— 
first mortgage bonds, understand. They 
went and found a splendid traction line as 
described. The road looked good and it 
was in fact good. But, the investors neg- 
lected to investigate and to consult their 
own bankers and they didn’t learn unt’ 
it was too late that prior lien mortgag 

were ahead of them. The result: $50,0 
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grade stocks, notes and bonds of com- 
panies in various lines, so as to avoid put- 
ting all my eggs in one basket. 

Comparatively speaking, my business is 
small and always will be, but it has grown 
from the start and I have always managed 
to take out each year a sum for outside 
investment. Twice I have closed out my 
securities and invested in land, but I 
switched back to the stocks and bonds 
and have decided that the latter are better 
suited to my use and needs, 

Having given my attention to securi- 
ties in a way for the past ten years or 
so, I have been amazed at the ease with 
which so many of my friends and ac- 
quaintances let go of their surplus and 
earnings and at the indifference that 
they show toward security of their 
loans and investments. I have witnessed 
business men, professional men and 
farmers who are classed as careful fore- 
sighted people turn their money over 
to complete strangers practically with- 
out investigation or consideration. 


Carelessness 
In one instance a dapper representative 


went out of the county never to return 
Some of the money put into these bonds 
had been hoarded for years and no taxes 
had ever been paid on it. Imagine the 
chagrin when the investors were called 
upon to pay back taxes on the amounts 
they had lost. 

And I cannot but recall the period of 
two years ago when the oil craze swept 
over this county and took from it over 
$150,000, none of which has ever come 
back. I do not know why, but the.oil 
riches flaunted by loquacious venders of 
stock never appealed to me. Somehow after 
what I had read in THe MAGAZINE oF 
Watt Srreet and elsewhere I could not 
have confidence in the wild claims nor 
could I forget my seasoned stocks and 
bonds, even with their small returns. 

I had friends to show me dividend 
checks showing 20% per month on oil 
stocks that sprang up over night. Some 
claimed 100% a month. Local bankers 
even put in some money. Preachers in- 
vested and members of their congregations 
followed. Local oil companies were or- 


(Continued on page 7a.) 
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Columbia Gas & Electric Co. 





A Great Success 


Columbia Gas Growth Attributable to Management—Higher Dividends Probable 


IHERE are many convincing argu- 

ments which can be set forth in 

justifying the high rating enjoyed 
among dividend-paying public utility stocks 
by Columbia Gas & Electric Co. Many illu- 
minating comparisons can be made of the 
erganization’s earnings record during last 
five years. In fact, it is almost possible to 
write a romance around the evolution of 
the company from the class of poverty- 
stricken, dilapidated, inconspicuous corpo- 
rations to one of affluence. 

But no matter how convincing, illuminat- 
ing or romantic the analysis of this prop- 
erty might be, it will always start and 
end with the one great, big factor— 
MANAGEMENT. 

Nothing but good management can ac- 
count for one of the lowest operating 
ratios in the public utility industry, (about 
50% of gross), hydro-electric companies 
excluded, of course; likewise, only good 
management could have had the conceptive 
genius of putting together a public utility 
organization which is unique in the busi- 
ness in that it is virtually self-contained 
and, similarly, only a management of the 
most exacting nature would have been able 
to develop the property to its present earn- 
ing capacity and state of efficiency with 
an increase in fixed charges which is ri- 
diculously low. 


Gossler’s Achievement 


Hence it is that Columbia Gas & Elec- 
tric owes its present position to good man- 
agement, headed by Phillip Gossler as 
chairman of the board of directors. In the 
parlance of engineers, Gossler “stayed up 
nights” with the property from the time 
the present interests took it over, late in 
1912, and there are certainly no signs of a 
flagging interest to date. In the early 
days of the company’s rejuvenation it was 
difficult indeed to know just where Mr. 
Gossler made his headquarters. The fi- 
nancial reporter, inquiring after the prog- 
ress of the company, would find him in his 
headquarters in New York of a morning 
but if he returned the next day, more 
often than not, he would be told that Mr. 
Gossler had taken the sleeper to Cincin- 
nati but would return in a day or two, 
This intense application to the job at hand 
has had its reward, as witness the change 
in the company’s earnings status from a 
deficit in 1912 to a surplus available for 
dividends of $4.839,000, nearly $10 a share, 
in the year ended December 31, 1920. 
After five years of developing the prop- 
erty dividends were started at the modest 
rate of $3.00 a share, in 1917, since to be 
increased to a $6.00 per annum basis. 


By P. J. RUSSELL 


It is only natural to suppose that in- 
vestors would be interested in the line of 
policy adopted by the management in 
bringing about this successful rejuvena- 
tion. Here it is, as given to the writer 
by one of the high executives, too modest 
to be quoted: First: Get the property 
to the highest point of physical effi- 
ciency—and keep it there; second, ac- 
cumulate sufficient surplus to establish 
and maintain the best credit rating; 
third, give the stockholders the benefit 
of earnings. . 


Is an Operating Company 


The Columbia Gas & Electric Co., as a 
corporate entity, is both a holding and 
operating company. It enters virtually 
every field of public utility endeavor but 
by far its gas and electric properties 
furnish the bulk of the earnings. Its 
operations, and those of its subsidiaries, in- 
clude the production, transportation and 
distribution of natural gas, generation and 
sale of electric current and the operation 
of street railways. Operations incidental 
to the natural gas department include pro- 
duction of oil and the extraction of gaso- 
line from natural gas. A West Virginia 
coal company is half-owned by Columbia 
Gas & Electric. 

At first this would appear to be rather 
a far-flung operation, but second thought 
cannot but bring into bold relief the man- 
ner in which all of these units are closely 
inter-related, resulting in an array of 
operations which dovetail to a nicety. 
From its own wells, augmented by those 
of the United Fuel Gas Co., a subsidiary, 
the necessary supply of natural gas is ob- 
tained, piped from the field through the 
lines of another controlled property; fuel 
for generating electric energy is obtained 
from the natural gas supply during the 
summer months, while during the winter 
season the coal subsidiary supplies the 
necessary fuel. A good consumer of elec- 
tric power is forthcoming in the traction 
line. The side lines of gasoline and oil, 
very profitable operations, are distinct ad- 
juncts of the natural gas business. Nat- 
ural gas loses none of its value by the ex- 
traction of the gasoline content while the 
right to produce oil is taken in conjunc- 
tion with the leases on gas lands. 


Its Most Valuable Asset 


If one were to seek the most valuable 
asset of the Columbia Gas & Electric, he 
would find it a difficult problem. The 
writer leans to the belief that, over a long 
period of years, the tremendous natural 
gas land holdings of the company and 


United Fuel Gas, of which Columbia Gas 
owns 51%, will prove to be the most val- 
uable equity. True, there are big values 
in the electric plants and their equipment 
as well as in the gas mains for distribut- 
ing gas to consumers. But while an elec- 
tric generating station can be replaced if 
necessary, and so can gas mains, man has 
not yet been able to replace the bounties 
of nature. So it is that the natural gas 
land holdings cannot be duplicated and 
put down in a location where their in- 
trinsic worth would be as great. Within 
a 200 mile radius of these lands are such 
cities as Pittsburgh, one of the largest 
natural gas consuming centers in the 
world, Columbus, Cincinnati, Charleston, 
Wheeling, Huntington and many others. 

Only the great Standard Oil Co. of N. 
J. has gas lands in West Virginia and 
Kentucky areas which exceed the area con- 
trolled by Columbia Gas and United Fuel. 
But where Standard Oil has developed in 
excess of one-third of its acreage, Colum- 
bia Gas and its subsidiary have developed 
but a small fraction of their holdings of 
1,075,000 acres. These gas lands ever be- 
come more valuable not only because there 
are no more available in such advantageous 
locations, but also the greater value of 
natural gas, as is evidenced by the higher 
rates which are being paid in the various 
localities where it is consumed. Recent 
years have witnessed a big advance in the 
use of natural gas in industrial plants, the 
demand in Pittsburgh, Columbus and 
other cities becoming so great that such 
big producers as Standard Oil and the 
Philadelphia Co. have to augment their 
supplies by purchases from United Fuel 
Gas. Thus the latter, in addition to sup- 
plying fifty communities in Ohio, West 
Virginia and Kentucky, is probably the 
largest wholesaler of natural gas, to other 
distributors, in the United States. 

Probably the tersest manner in which the 
development of the electric department of 
Columbia Gas & Electric can be set forth 
is to state that in 1913, when the present 
interest took control, it had one little plant 
with 17,000 kilowatt capacity. With the 
completion of the fourth 30,000 kilowatt 
unit of the new generating station, which 
will go into operation in about a month, 
the company will have generating capacity 
for 137,000 kilowatts. This new 120,000 
kilowatt station has been under construc- 
tion for several years, being put into serv- 
ice in 30,000 kilowatt units as requirements 
of the territory found need for the electric 
power. The total cost of the new plant, 
when this last unit is completed, will be in 
the neighborhood of $11,000,000. 
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Current Earnings 

In the matter of current earnings, Co- 
lumbia Gas & Electric has just made pub- 
lic its statement for the year ended Sep- 
tember 30, 1921, which shows gross earn- 
ings of $14,854,442 which was a gain of 
5.16%. Net earnings and other income for 
the period were $9,816,198, or an increase 
of $226,258 over the same months of Jast 
year. After deducting rentals and fixed 
charges there remained a surplus available 
for the $50,000,000 capital stock of $4,- 
505,406, which was but $43,000 less than a 
year ago and equal to better than $9 a 
share on the stock. Considering the trying 
months which utility companies experi- 
enced during the first half of 1921 this is 
a remarkable showing. The company’s 
fiscal year ended December 31 next and 
it is the expectation of the management 
that net for the stock in that period will 
show profits equivalent to close to $10 a 
share, or about the same as reported for 
the calendar year of 1920. In this regard 
it will be helped considerably by gains in 
gas sales during the last three months of 
the years over those of the final quarter 
of 1920 when, due to the mild weather, 
consumption of gas was considerably less 
than usual. Already gas sales in October 
are showing splendid gains over those of 
a year ago. 

The company has succeeded to a great 
extent in recent years, due to the expansion 
in its power facilities, in diversifying earn- 
ings so that they are now nicely balanced 
between natural gas and electricity. In 
the year ended December 31, 1920, natural 
gas business resulted in $6,739,621 of gross 


earnings, or approximately 45% of total 
gross earnings of $14,616,743. In the same 
period gross arising from the sale of elec- 
tricity amounted to $5,619,846, or about 
40% of the total gross for the year. The 
balance came from railways and gasoline 
production and a little from water busi- 


ness. It should be understood, at this 
point, that these gross earnings do not 
include the business of the United Fuel 
Gas Co. This is only shown to the ex- 
tent that dividends received by Columbia 
Gas & Electric on its investment are rep- 
resented in its income account under the 
heading of ‘other income.’ These divi- 
dends made up the bulk of the $2,673,976 
of ‘other income’ reported for 1920. 
Great Electrical Expansion 

In the expansion of the business there 
is nothing which so stands out as the 
manner in which Columbia’s electric busi- 
ness has been developed through the sale 
of power to big manufacturing plants. In 
1913 power sales were but $520,664, or 
slightly more than 20% of the $2,375,293 
of total electric gross earnings in that 
year. In the full year 1920 power busi- 
ness amounted to $2,357,752, not far from 
half of the $5,619,846 of total gross electric 
earnings in 1920. It is significant to note 
that power business in 1920 was-but a few 
thousand dollars less than total electric 
gross in the year 1913. This is a remark- 
able gain in power business when it is 
considered that a great deal of the increase 
represented the substitution of the com- 
pany’s central station service for electricity 
produced at individual power stations at 
the factory or mill which was furnished 
with the power. This power business is 
probably the fastest growing department 
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in the whole Columbia Gas System. It is 
of importance to note that when the new 
30,000 kilowatt unit goes into operation in 
December, 18,000 kilowatts of this capacity 
will be immediately taken on the lines by 
the Cincinnati Traction Co., leaving Co- 
lumbia with but 12,000 kilowatts of avail- 
able capacity, all of which is contracted 
for to be taken on different lines in the 
next few months. This additional power 
load, coming on in December, will be the 
first reflection in the earnings statement 
of the new 30,000 kilowatt unit and should 
add materially to earnings of the electric 
department. With this in view, one of the 
officials of the company recently stated 
that 1922 would prove to be the banner 
year of the Columbia Gas. It will be a 
year when no big new construction work 
is contemplated so that profits should re- 
ceive the entire benefit of the business. 

The natural gas sales, like those of the 
electric department, have shown constant 
growth. As recently as 1913 gross from 
the gas business was $3,504,056 while in 
the year ended December 31, it reached 
the highest point thus far of $6,739,621. 
Figures for the full year 1921 will not be 
available for several months but there is 
every indication that gas sales will reach 
a new high record this year. As stated 
above, these gas sales do not include those 
of the United Fuel Gas but an idea of 
the expansion of the gas business of the 
two companies may be gleaned from the 
fact that in 1915 they were 43,594,000,000 
cubic feet, while in the year ended De- 
cember 31, 1920, they reached a total of 
70,000,000.000 cubic feet. An interesting 
situation is developing in the gas depart- 
ment due to the expiration, this year, of 
the five year ordnance under which the 
company is supplying gas to Cincinnati. 
At present the minimum rate is 35 cents 
per thousand cubic feet. This is the low- 
est natural gas rate now in effect in Ohio 
and there is little question but that the 
Columbia will get a higher charge when 
the new ordnance for an additional period 
is arranged. In this connection it may be 
pointed out that the East Ohio Gas Co., 
which supplies Cleveland with natural gas, 
recently made a new arrangement with the 
city officials by which it gets an average 
charge of about 50 cents per thousand 
cubic feet. 


Importance of United Fuel 


The United Fuel Gas Co. deserves spe- 
cial mention. This is a property which 
was held by Standard Oil Co. of N. J. 
for many years through the ownership of 
51% of the stock. In 1916 Columbia Gas 
made a deal with Standard Oil by which it 
exchanged a 25% interest in the East Ohio 
Gas Co., in which Standard Oil already 
had a big interest, for the 51% interest 
in United Fuel Gas Co. In addition Stand- 
ard Oil paid Columbia Gas a substantial 
amount of gas. 

There is probably no natural gas com- 
pany in the country which has made more 
rapid strides in recent years than United 
Fuel Gas. An instance of this may be 
gathered from the fact that United Fuel, 
as stated previously in this article, is sup- 
plying a great deal of gas to Standard 
Oil’s gas companies. United Fuel, like- 
wise, was one of the first natural gas 
companies to develop the process of re- 
moving gasoline from natural gas and still 


leave the gas unharmed for fuel purposes, 
With Columbia Gas it has nine of these 
casinghead gasoline plants with an aggre- 
gate capacity for 60,000 galloris of gaso- 
line daily or at an annual rate of nearly 
20,000,000 gallons. This gasoline is far 
superior to that refined from crude oil 
and has to be blended with lower-grade 
to make it serviceable for internal combus- 
tion engines. For this reason it commands 
a high price and big companies pay within 
a cent a gallon of the retail price for the 
gasoline as well as transporting it from 
the United Fuel’s plants. 

Expansion in United Fuel’s earnings 
may be traced by the “other income” ac- 
count of Columbia Gas & Electric. At 
present it may be stated that United Fuel 
is paying $4,800,000 a year in dividends 
of which Columbia gets 51%. This alone 
is equal to about $2.50 a share on Colum- 
bia’s stock. The “other income” account 
started climbing shortly after Columbia 
got into the United Fuel property. In 
1915, the year prior to the exchange, Co- 
lumbia had $514,178 of “other income,” in 
1916 it was $827,602. In 1917 United Fuel 
started paying real dividends and Colum- 
bia’s other income was $1,944,000. In 1920 
this item had expanded to $2,673,977, all 
but about $200,000 representing dividends 
paid by United Fuel. 

Situated as it is in a growing territory 
in the prosperous middle west there seems 
nothing ahead for Columbia Gas but ex- 
pansion in earnings, barring of course the 
usual depression periods, which, so far, 
have had but little effect on its earning 
power. With its cohesive organization, 
combining all fundamental elements of 
its activities, it would appear certain 
that the aim of the management, to 
pay bigger dividends, should be con- 
summated from time to time as earn- 
ings expand, 


Newsprint Making 


The first paper manufactured on the im. 
mense new paper machine at the Wiscon- 
sin Rapids plant of the Consolidated Water 
Power and Paper Co. was shipped to a 
newspaper publisher recently and the ma- 
chine is now operating at a speed of 
slightly more than 750 feet a minute. It 
will be two or three months probably be- 
fore a speed of 1,000 feet a minute is 
achieved and much longer before an effort 
will be made to achieve the maximum 
speed of between 1.400 and 1,500 feet. 
Starting of the mammoth machine was 
without incident. At the present rate the 
machine is turning out approximately fifty 
tons of paper every twenty-four hours. 
Production will reach 100 tons when the 
maximum speed is attained. 

This great machine, the largest and 
fastest in the world, is housed in a specially 
designed building 400 feet long and 54 feet 
wide, completed last year. The machine is 
325 feet long and weighs 1,230 tons. Forty- 
four railroad cars were required to trans- 
port it from the Beloit Iron Works plant, 
Beloit, Wis., to Wisconsin Rapids. Eight 
railroad cars carried the electrical ma- 
chinery. The machine and its accessories 
are driven by sixty-one electric motors de- 
veloping 1,462 horsepower. Construction 
of the huge machine was started more than 
a year ago and installation was completed 
in about eight weeks. 
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Utility Bonds Make Remarkable Showing 


Price Advances of As Much As Six Points in Last Two Months—Today’s Opportunities 


ARLY in September, this department 
of the Magazine, devoted to Unlisted 
Public Utility bonds, was inaugur- 

ated. At the time, it was stated that the 
opportunities in this class of bonds were 
not fully appreciated by investors in gen- 
eral and that the time was ripe for the 
forward-looking ones to survey the field. 

It is extremely interesting, and very 
much to the point, to note what has oc- 
cured in the Public Utility Unlisted bond 
market since that time. Out of the 95 
bonds contained in our Unlisted Utility 
Bond Index, only three show a decline in 
price, for the period from September 3 to 
date; and no one of these three issues 
declined more than a point. 

On the other hand, the entire group con- 
tained in the index shows a total advance 
of 125 points. As will be seen from con- 
sulting the index, the Kansas City Elec- 
tric Utility first 5s, the Great Western 
Power 7s of 1950 and the Syracuse Gas 
first 5s of 1946 led the list with advances 
of no less than 6 points each. Next in line 
were the Milwaukee Light, Heat & Trac- 
tion 5s of 1929 and the Utah Power & 
Light 7s of 1925, both of which recorded 
advances of 5% points. Four other bonds 
have registered advances of 5 points each; 
and the major part of the rest of the 
list shows about 2 points gain. 

It is a temptation, of course, to refer 
to these remarkable price gains in a 
somewhat boastful manner. Having fore- 
cast them, we might be excused for doing 
a little “pointing with pride.” However, 
we are more interested in another phase 
of the matter; and that is, the proof these 
price advances give of the great possi- 
bilities contained in Unlisted Public Util- 
ity bonds. 


What the Index Shows 


It may be worth while to repeat here 
the purposes of our index, if only for the 
benefit of the many new readers recently 
added to the ranks of THE MAGAZINE OF 
Watt STREET. 

In the first place, the Index was com- 
piled to call attention of investors to the 
tremendous market in public utility se- 
curities—particularly bonds—not being 
dealt in on the New York Stock Exchange 
and about which very few investors know. 

In the second place, the Index lists the 
names of the best grade bonds to be found 
in this market. Over ninety bonds are 
shown. 

In the third place, the index segregates 
the various securities so far as it is pos- 
sible to do according to the line of busi- 
ness being done by the issuing companies. 

Fourthly, effort has been made to keep 
from the list any bonds which are not or 
would not be readily marketable. To this 
end we have endeavored, so far as possible, 
to include in the Index only such bonds 
as are available, for purchase or for sale, 
in blocks of at least $100,000 and repre- 
senting companies doing a business of at 
least $1,000,000 yearly. 

In other words, the purpose of the Un- 
listed Utility Bond Index is to present, 
for the inspection and use of investors, a 
list of active, strong and well safe-guarded 
Public Utility bonds. 


Bonds for Immediate Purchase 


At this time, there is a certain group 
of bonds shown in the Index which we 
feel can be singled out for especial no- 
tice. They are the tractions. A separate 
table has been compiled (Table 1) listing 


nine of these traction bonds, and giving 
salient information as to their maturity 
dates, interest dates, amount required to 
cover interest charges upon them, amount 
available for interest charges, price and 
yield. 

The column showing the net amount 
available for interest charges on these 
selected bonds will, we believe, be found 
particularly interesting. It will be noted 
that, in the case of every one of the nine 
issues recommended for immediate pur- 
chase, bond interest is being earned at 
least one and one-half times over. 

This department suggests that these 
issues be carefully considered by those 
with surplus funds to invest in bonds of 
this type. The excellent financial position 
of the companies, their good earnings, etc., 
entitle the bonds to a substantial price ad- 
vance in the early future; and they are 
all excellent investments for the “long 
pull.” Moreover, there is considerable 
market activity in each one of them, so 
that the feature of marketability is as- 
sured. 

Changes in List 

Three issues which appeared in the In- 
dex last issue do not appear in the cur- 
rent Index. They are the Northern In- 
diana Gas & Electric refunding 5s of 1929; 
the Syracuse Lighting Ist 5s of 1951 and 
the Atlantic City Electric Co., 5s of 1932. 
These issues have been dropped because 
they have become inactive. 

In the place of the issues dropped, we 
have substituted one power bond and one 
gas and electric bond, viz., the Los An- 
geles Gas & Electric general and refund- 
ing mortgage 7% gold bonds and the Pu- 
get Sound Light & Power first 5s of 1933. 








American Light & Traction 6% Notes 
Topeka Ry. & Light First 5% Refunding 
United Light & Ry. First & Ref. 5% 
Denver Gas & Elec. First 5% 

Kansas City Elec, Utilities First 5s 
Cleveland Elec, Ill, First & Ref, 5s 
Central Georgia First 5% 

Salmon River Power First 5s 

Puget Sound Power First 5s 


TABLE I—NINE ATTRACTIVE UTILITY BONDS 


Interest Necessary 


Dates 
May 1-Nov. 
Feb. 1-Aug. 
June 1-Dec. 
May 1-Nov. 
Apr. 1-Oct. 
Apr. 1-Oct. 
May 1-Nov. 
Feb. 1-Aug. 
June 1-Dec. 


Maturity 
May 1, 1925 
Feb. 1, 1933 
June 1, 1982 
May 1, 1949 
Oct. 1, 1925 
Apr. 1, 1989 
May 1, 1938 
Aug. 1, 1952 
June 1, 1983 


$360,000 
71,850 
454,835 
319,842 
55,520 
925,000 
187,310 
234,200 
138,30 


eee eee 


for Interest for Interest 


Amount Amt, Earned 


Available Approx. 


Denominations Price 
100—500—1,000 94 
100—509—1,000 65 

1,000 76% 
100—250—500—1,000 8&3 
100—500—1,000 85 

500—1,000 88%, 
100—500—1,000 69 

1,000 &3% 

1,000 841, 


$4,413,120 
107,775 
649,030 
7,586,124 
123,559 
1,582,636 
$12,943 
939,368 
3,180,217 














Adirondack Power & Lt. Corp 
Alabama Power 

Appalachian Power Co. . 
Arkarsas Valley Ry. Lt 
Colorado Power Co. 


Consumers’ Power 
El Paso Elect. Co. 
Great — Power 








July, 1920 July, 1921 


337, 
191.268 


TABLE II—EARNINGS OF FOURTEEN REPRESENTATIVE COMPANIES 


-——Gross Revenue —, 


——-Net Revenue—— 
July, 1920 July, 1921 
$47,258 $104,874 
181,001 

€9,007 

44,012 

29,136 

42,190 

366,339 

51,551 

371.510 

114,503 

187,205 

160,495 

291,690 

233,496 


—Gross Revenue-—. 


ee 
Co ee 


Net Revenue——, 
12 Mos, 
Ending 
July, 1920 
$1,357.782 
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A brief description of these two bonds 
follows: 

Los Angeles Gas & Electric 7’s: 
These bonds are dated September 1, 1921, 
and fall due on June 1, 1931. The denomina- 
tions are $500 and $1,000. They enjoy 
a callable feature as follows: Callable on 
June 1, 1926, at 105; on June 1, 1927, at 
104%4; on June 1, 1928, at 104; on June 1, 
1929, at 103%; on June 1, 1930, at 103. 

Since 1900, the consumers of this com- 
pany’s product have increased from 11,- 
531 to 233,741 and it now serves a terri- 
tory with a population of over 800,000. 
The average net earnings for the past five 
calendar year was $1,991,076, or more than 
2.05 times interest requirements. 

The bonds are secured under a general 
mortgage by property which, including the 
additions provided for by this financing is 
conservatively valued at over $33,500,000 
or more than 2.09 times the company’s 
total funded debt, which amounts to $16,- 
010,000. These bonds can now be pur- 
chased at 99 and interest to yield approxi- 
mately 7.15% 

Puget Sound First 5s of 1933: Here 
is a bond which deserves a high rating and 
is not listed on the New York Stock Ex- 
change. About nine years ago Puget 
Sound and several other companies were 
consolidated into the present Puget Sound 
Light & Power Company. This new com- 
pany assufned payment of both principal 
and interest on this loan. There are about 
$2,766,000 of these bonds outstanding and 
they are a first mortgage on all the prop- 
erty formerly owned by the Puget Sound 
Power Company. This mortgage is closed 
and therefore no additional bonds can be 
issued. The loan participates in a sink- 
ing fund of 1% per annum of the out- 
standing issue, which amount is set aside 
each year for the purchase or redemption 
of the bonds. 

The company provides power for virtu- 
ally all the electric street and interurban 
railways as well as for the greater part of 
the commercial electric lighting and power 
business in the Puget Sound district, which 
includes such cities as Seattle, Tacoma, 
Everett, Washington, etc. Interest re- 
quirements over an eight-year period have 
been earned at the rate of between 1.21 
and 1.91 times, while last year it stood out 
at 1.91 times. The company’s property is 
valued at $68,000,000, which is approxi- 
mately 1.6 times the present total funded 
debt of about $42,350,000. These bonds 
can be purchased at about 84% to yield 
6.90%. 


Trend of Public Utility Earnings 


To keep informed regarding the status 
and outlook of public utility corporations, 
it is of interest to review the recent earn- 
ings statements made by a few of the 
more important companies. 

Data of this sort is contained in Table 
II, which shows the gross and net revenues 
of 14 representative companies during 
July of this year ; and contrasts those earn- 
ings with July of last lear. The table also 
shows the total gross and net revenues of 
the companies for the 12 months to July 31, 
1921, as contrasted with 1920. 

The changes for the better which have 
occurred in these companies is more than 
remarkable. Public utilities are more than 
justifying all the good things that have 
been said about them in the last few months. 
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UNLISTED UTILITY BOND INDEX 
GAS AND ELECTRIC COMPANIES 


Sept. 3, "21, 

Price Yield 
Bronx Gas & Electric Co, First 5s, 1960 (a) 7.60 
Buffalo General Electric First 5s, 1939 (c) 6.10 
Canton Electric Co. First 5s, 1937 (b) 6.60 
Cleveland Electric Ill. Co. 5s, 1939 4 6.05 
Cleveland Electric Ill. Co, 7s, 1935 (a) L 6.90 
Denver Gas & Electric Co, First 5s, 1949 (c) 6.20 
Duquesne Light Co., Pittsburgh, 7%s, 1936 (b) L 7.65 
Evansville Gas & Electric Co. First 5s, 7.15 
Kansas City Elec, Utility First 5s, 1925 (c) 9.60 
Kansas Gas & Electric 5s, 1922 7.60 
Indianapolis Gas Co, 5s, 1952 (a).. ° 6.50 
Les Angeles Gas & Elect. Gen. 7s, 
Louisville Gas & Elec. Ref. 7s, 1923 (c) 
Nevada-Cal, Electric First 7s, 1946 (c) 
Oklahoma Gas & Electric Co. First & Ref. 7%s, 1941 (c)... 
Oklahoma Gas & Electric Co, First Mtge. 5s, 1929 (a) 
Peoria Gas Electric 5s, 1923 (a) 
Rochester Gas & Electric Corp. Series B 7s, 1946 (b) 
San Diego Cons, G, & El, First Mtge. 5s, 1939 (a) 
San Diego Cons, G, & El. First Mtge. Ref. és, 1939 
Standard Gas & Electric Conv. 8. F. 6s, 1926 (b) 
Standard Gas & Electric Secured 744s, 1941 (c) 
Syracuse Gas Co, First 5s, 
Twin-State Gas & Electric Ref. 5s, 1953 (c) 


TRACTION COMPANIES 


Arkansas Valley Ry. L. & P. First & Ref. 7%s, 1981 > 
American Light & Traction Notes @s, 1925 (c). 
Bloomington, Dec, & Champ. Ry. Co. First 5s, ‘i940 (a). 
Danville, Champ. & Decatur 5s, 1938 

Georgia Ry. & Power 5s, 1954 (b) 

Kentucky Traction & Terminal 5s, 

Knoxville Ry. & Light 5s, 1946 (b) 

Milwaukee Light, Heat & Traction 5s, 

Milwaukee Elec. Ry. & Light 7s, 1923 ssh nonce 
Milwaukee Elec, Ry. & Light 20 year 7'¢s, 1941 Co). ; 
Monongahela Val. Trac. Co. Gen, Mtge. 7s, 1923 (c).... 
Memphis St. Ry. 5s, 1945 (a) - » : 
Northern Ohio Trac. & Lt. 6s, 1986 (c)..... 

Northern Ohio Trac. & Light 6 Year Sec. “Is, 

Nashville Ry. & Light 5s, 1953 (a).... et 

Portland Ry. P. & L. ist Lien & Ref. Ser. 

Topeka Ry. & Light Ref. 5s, 

Tcledo Trac, Lt. & P. Co. First Lien 7s, 1921 (b). 
Tri-City Ry. & Light 5s, 1930 (c)... 

United Light & Rys. Ref. 5s, 1932 

United Light & Rys. Notes 8s, 1930 (c).. 
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POWER COMPANIES 


Adirondack P. & Lt. Corp. First & Ref. Gold 6s, 1950 
Adirondack El, Power Co. First 5s, 1962 

Alabama Power Co. First 5s, 1946 

Appalachian Power Co. First 5s, 1941 (a) 

Calif. Oregon P. Co, First & Ref. 7‘,s, Series A, 1941 m0 
Cent. Maine P. Co, First & Gen. Mtge. 7s, Series A, 1941. 
Cent, Maine Power Co, 5s, 1939 (a) 

Cent. Georgia Power First 5s, 1938 (c). 

Columbus Power Co. (Georgia) First 5s, 

Colorado Power Co. First 5s, 1953 (c) 

Connecticut Power Co. First Con, 5s, 

Consumers Power Co, (Mich.) 5s, 1936 

Electric Dev. of Ontario Co, 5s, 1933 

Great Northern Power Co, First 5s, 

Great West. P. Co. First & Ref. 7s, 

Great West. P. Co. 5s, 1946 (a) 

Hydraulic Power Co, First & Imp. 5s, 

Idaho Power Co. 5s, 1947 (a) 

Kansas City Power & Lt. 8s, 

Kansas City Power & Lt. First 5s, 1944 (e) 
Laurentide Power Co. First 5s, 1946 

Madison River Power Co, First 5s, 

Mississippi River Power Co., First 5s, 1951 (c) 
Niagara Falls P. Co, First & Cons. Mtg. 6s, 1950 (b) 
Ohio Power First & Ref. 7s, 1951 (c) 

Penn. Ohio Power & Lt. Notes 8s, 1930 (c) 

Potomac Electric Power Gen. 6s, 1923 (c) 

Puget Sound Power Co. First 5s, 

Salmon River Power First 5s, 


Southern Sierra Power Co, First 6s, 1936 © 

8S. W. Power & Lt. First 5s, 1948 (c). 

West Penn. Power First 7s, 1946 (c) 

Utah Po. & L. Co. First Lien & Gen, Mtg. 7s (a 
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TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 


) 
Bell Tel. Oo, & Ist Refund, 7s, 1945 (c) 
Chesapeake & Potomac Tel. Co, Va. Ist 5s, 1948 (c) 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 (c) 
Western Tel. & Tel. Co. Coll. Trust 5s, 1982 (b) 
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American Water Works & Electric Co. 





An Interesting Listing 


American Water Works Securities in Good Position—Bonds Have Possibilities 


HE American Water Works and Elec- 
Tec Co.. was incorporated in Virginia 

1914, as a reorganization of the Ameri- 
can Water Works and Guarantee Co. The 
new company acquired a number of prop- 
erties of the old company and now has 
water works, electric light and power 
plants as well as traction lines. 

The present company is reported to op- 
erate in some 90 communities and serves 
a population in excess of 1,250,000 lo- 
cated in the states of Pennsylvania, West 
Virginia, Ohio, Indiana, Arkansas, Ala- 
bama, Tennessee, Iowa, Illinois, Missouri 
and Wisconsin. 

The company derives a large part of its 
income from the water works companies 
which it controls, but it also receives part 
of its income from the West Penn Trac- 
tion and Water Power Co., which owns 
the majority of the stock of the West Penn 
Rys., which company, in turn, controls a 
number of operating electric railway com- 
panies in Fennsylvania, West Virginia and 
Ohio. American Water Works also owns 
some lands in the Sacramento Valley of 
California, part of which lands are suitable 
for fruit growing. 

The American Water Works and Elec- 
tric Co. had the following capitalization 
on June 30, 1921: 

Funded Debt: 

American water Works & Electric 

= 20-Yr. Coll. Tr. Bonds, due 


9c caseeseatencccoonecses $15,997,600 
Bonds of subsidiary companies in 


possession of public............ 22,429,400 
Capital Stock: 
First Preferred 7% Cum. Stk..... 5,450,000 
pucupetng | zoel. 6H Sth..cwcee 10,000, 
Common Stock. ........cccccses: 9,200,000 
Stock of subsidiary companies in 
possession of public............ 1,549,450 


The reports of the subsidiary water com- 
panies show a considerable drop in net 
profits for the year ended December 31, 
1920 as compared with the previous year. 
On the other hand the West Penn Trac- 
tion and Water Power Co. and its sub- 
sidiaries reported a slightly better net 
profit for the year ended December 31, 
1920, than for the previous year. 

The income account of the American 
Water Works and Electric Co. for the 
last six years ended June 30 has been as 
shown in Table I. 

As with most public utilities the effect 
of higher operating costs is shown by a 
smaller. profit in 1919. The net income 
available for interest charges for the last 
fiscal year ended June 30, 1921, was just 
slightly less than for the preceding year. 
However, the last half of the fiscal year 
June 30, 1921, produced the best showing 
of any six months in the two years, and 
the last quarter was. also the best of any 
for the two years. 

Lower Costs 


Basa seems.to indicate that the corner 


turned and the company can be . 


has been 
expected to do betterfrom now on. It is 
930 


By J. E. HALSTED 


easy to understand this when it is re- 
membered that the cost of most materials 
are much lower than they were a year or 
eighteen months ago. For example, coal, 
which is probably one of the most im- 
portant items of operating cost for a 
public utility of this class, had a Brad- 
street index number on Oct. 1, 1920, of 
312, and on Sept. 1, 1921, it was down 
to 190. 

The first preferred stock of the com- 
pany paid dividends on Aug. 25, 1917 at 
the rate of 134% quarterly, and this divi- 
dend rate has been maintained to date. 
The dividend has been earned with a rela- 
tively narrow margin, and the stock must 
be considered speculative, but with lower 
operating costs the company should be 
able to continue to earn its dividend unless 
something unforeseen happens. The stock 
now sells at about 62 and at this price 
gives an income of 11%. 

No dividends have been paid on the other 
classes of stock. 


Outlook for the Bonds 


The collateral trust 5% bonds due April 
1, 1934 in $1,000, $500 and $100 denomina- 


tions are a direct obligation of the com- 


High 1 
1916 82 
1915 76 63 ae 
1914 72 


These bonds cannot be ‘es a 
seasoned security but the margin of 
safety is fair and considering the eco- 
nomic condition of the company, they 
appear to be a good speculative in- 
vestment. 

Both the bonds and the stock of the 
American Water Works and Electric Co. 
have been listed on the New York Stock 
Exchange, and they should have a much 
wider market as soon as they are traded 
in on the exchange. 

Interesting Subsidiary Interests 

There are several securities of the sub- 
sidiary companies which are worth noting. 
These are the: 

West Penn Rys Ist 5s of 1931, 

West Penn Traction Ist 5s of 1960, 

West Penn Fower Ist 6s of 1958. 

These bonds sell respectively at about 
81, 68 and 91 and yields if held to matur- 
ity of about 8%, 714% and 64%. 

The margain of safety of the West 
Penn Power 6% bonds is somewhat great- 

















AMERICAN WATER WORKS EARNINGS 
Income 7% dividead Kate 
Year ended available Bond Time Available for on preferred earned on 
June 30 for interest interest earned dividends stock pfd. stock 
MoU 6cdéwnocccsees< $1,299,092 $789,958 _ 16 $509,134 Be nsicse 9.38% 
SR cecte de cuscddee 1,462,582 814,347 1.79 648 285 190,750 11.9 
SIDE ccc quneddnencsh 1,396,258 811,073 1.72 585,185 $81,500 10.7 
BED k.ccs cqvecvescce 1,263,954 828,844 1,52 435,110 381,500 6.0 
GD esncwiebcbasees 1,822,254 833,608 1,58 488,646 381,500 8.9 
a et Le 1,316,394 800,125 1,64 516,269 381,500 9.5 
Note. In 1921 ‘Interest on advances to subsidiary companies’’ was deducted before arriving 
at “Income available for Interest.’’ In previous years this item was included in Bond 
Interest. In 1920 the item amounted to $33,910. 














pany and are secured by pledge of prac- 
tically all the stock of subsidiary com- 
panies owned by the American Water 
Works and Electric Co., including those 
of the West Penn Traction and Water 
Power Co. 

Table I shows that the interest on these 
collateral trust bonds have been earned 
about one and a half times or better for 
the last six years. The price of these 
securities is now about 63 and they give 
on an income basis, about 8%. The 
yield if held to maturity is about 10.2%. 


The approximate range of prices of this 
security in previous years was as follows: 


High Low 
1921 (to Aug.1) 58 50 
1920 57 50 
1919 70 55 
1918 72 63 
1917 80. my 


er than that of the other two issues. The 
bond is a first mortgage of the company 
on a number of electric generating sta- 
tions and transmission and distribution 
lines serving some 81 cities and towns 
surrounding Pittsburgh. The interest 
charges are earned about twice over and 
the bond has quite good security. 

The other bonds are not quite so well 
secured. The West Penn Railways 5% 
bond is in part a first mortgage and in 
part a collateral trust bond, while the 
West Penn Traction 5% bond is entirely 
a collateral trust bond. The earnings on 
these issues have been a little less than 
twice interest charges. 

These bonds have somewhat greater 
safety than the bonds of the American 
Water Works and Electric Co., but the lat- 
ter have a better market and also offer 
better speculative possibilities of apprecia- 
tion in principal. 
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Note: The following consists of ex- 
tracts from a letter to us written by 
Mr, Frank H. Collins, of Chicago. 
Without accepting all his conclusions, 
we believe his discussion of current 
financial and economic problems will 
be found of general interest. 


Editor, Tae Macazine or WALL Street: 

Sir: As the famous Artemus Ward 
justly stated, “It is not so much the 
things we know that trouble us, as the 
things that we don’t know.” At this par- 
ticular time in the world’s history, we 
all know what has happened and* why. 
We all know what is happening and 
why, but we don’t know what is going 
| to happen. The successful man of 
affairs always looks to the morrow; 
and yet with the complex situation in 
international financial, commercial and 
economic affairs, there is no man living 
who does know really what is going 
to happen. 

The remark might. be ventured that 
the entire commercial, financial, social 
and economic structure of the world 
is undergoing an evolution. The old 
world was sick—it needed a physic to 
| recover, which it surely has had and 
|is now getting. It is undoubtedly safe 
|'to predict that the period of liquidation 
which we have seen for the past twelve 
months is practically completed, with 
the exception of a few isolated spots 
and that the next twelve months will 
be a period of convalescence before the 
patient gradually begins to improve. 
From then on, all affairs should move 
in their new channels slowly but surely, 
we hope, toward better conditions. 

There is no question but what patriot- 
ism is the foundation of the prosperity 
of any country, and while under war- 
time conditions patriotism is aroused 
to its highest point, under ordinary 
peace conditions patriotism, unfortu- 
ately in this country, is not taken 
into consideration in financial and com- 
nercial affairs. It is unfortunate that 
real patriotism is not placed where it 
should be. To overcome this particu- 
ar condition, some of the real brains 
f this country should be used in gov- 
rrnmental affairs, providing the purport 
of such use is for patriotic purposes 
pniy. One of the menaces we now 
ace is that there is “too much politics 
nd not enough statesmantics.” 

As long as the condition—as afore- 
entioned—is mostly psychological, it 

not difficult to change, but the 
hange must be made in Federal gov- 
tnment affairs by the immediate enact- 
ent and enforcement of hard-headed 
horse-sense and constructive legisla- 
ion. That might not be as easy a task 
it appears, and without inferring any 
riticism on members of Congress, it 
night be said that most members of 
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iae Congress unintentionally place the 
interests of their own local constituents 
and possibly the advancement of their 
own political fortunes, before the com- 
mon welfare of the entire community. 
It seems pecuilar that a man elected 
to Congress or appointed to a respon- 
sible governmental position seems to 
swell instead of grow, and the discus- 
sions in the House and in the Senate 
most frequently resolve themselves 
merely into a matter of oratorical or 
mental prowess between the partici- 
pants, more than they do an earnest 
consideration of the facts to be dis- 
cussed. The system of American poli- 
tics has become such a gigantic and 
expensive affair that subsequent to an 
election, either in Federal State, county 
or municipal governments, the winning 
party always has certain political debts 
to pay and favors to be granted which, 
it might be stated on an average of 
nine times out of ten, are not con- 
ducive to the general welfare and pros- 
perity of the community. 


Without referring to statistics, it 
might be stated offhand that nine out 
of ten municipalities of American cities 
are insolvent, as far as funded indebted- 
ness is concerned. It might be an- 
swered that the municipalities the same 
as any other taxing body, have the 
power to increase taxes, but who pays 
the taxes—another burden on the pub- 
lic. Still, it appears that no matter to 
what extent a city’s funded indebted- 
ness is and to what purpose a new 
municipal bond issue is to be used, 
and no matter how the funds secured 
from the sale of such bond issues are to 
be spent, that. some of the largest and 
strongest investment banking institu- 
tions will readily purchase such munici- 
pal bond issues and distribute them 
to their clients, for the reason that they 
are easy to dispose of and exempt 
under our present systm of taxation. 

In the revision of Federal taxes—to 
say nothing but what other taxes 
should also be revised—the foremost 
theory to begin on is that the enormous 
cost of the war should not be paid entire- 
ly by the present generation. It should 
be extended over the next fifty years 
and possibly one hundred years; which 
it could be, providing the Government 
itself was operated.on a strictly busi- 
ness administration. The gentleman in 
Congress who introduced the Spender’s 
Tax as a substitute for the Income Tax 
was thinking along the proper lines, 
and the member of the Cabinet who 
advocates the refunding of all war-time 
obligations into long-term obligations 
is also working in the right direction. 

It has been stated that what we need 
is less government in business and more 
business in government. The proper 








expression of such sentiment is what 
we need is more real government in 
government and more real business in 
business. The Right Honorable James 
Bryce of England in his book on “The 
Hindrances to Good Citizenship” struck 
the nail squarely on the head when he 
classified such hindrances as, individ- 
ualism, party-spirit and private self- 
interest. The old theory of Thomas 
Jefferson that “Everyone for himself 
and the Nation will prosper,” might 
have been correct in.Jefferson’s time, 
but the times have changed. Party- 
spirit is evidenced in the present politi- 
cal situation and private self-interests 
is the cause for most of our ills. We 
have many millionaires in this country 
—some multi-millionaires and possibly 
one or two billionaires, but thus far 
we have not seen any real big men 
capable of leading us out of the wil- 
derness. 


Basing our theory that the United! 
States is now the hub of the universe 
and that Washington is the hub of the 
United States, constructive improve- 
ment for the better must originate and 
come from that point. Instead of Con- 
gress taking time to discuss and argue 
over non-constructive acts for immedi- 
ate benefit, such as the regulation of the 
grain exchanges of the country, as well 
as the Packer’s Control bill, blue sky 
laws, prohibition and others of similar 
ilk, all of their attention should be 
concentrated upon taxation and tariff, 
the former as the only means of start- 
ing the wheels going in this country 
once again, and the latter the only 
means of readjusting the foreign ex- 
change situation, so that international 
commercial relations may be once 
more established. ‘Some people seem to 
think that the heavy importations of 
gold are placing this country in an 
impregnable financial position, which 
could be quite retroactive. It is quite 
true that we now have a large supply 
of the gold of the world, but it is a 
situation where some people think that 
we must take gold in payment from 
our customers because we are not ex- 
tending our customers any credit. The 
situation is analogous to six men who 
agree to sit in a poker game all night 
long and where early in the game one 
man gets all the money. The others 
are broke—the game must go on ac- 
cording to agreement. Naturally, the 
man who has all the winnings must 
loan to his friends sufficient money 
from his winnings to continue the game 
and take their I. O. U’s. If the large 
shipments of the precious metal con- 
tinue to pile up in the vaults of this 
country it will bring on another situa- 
tion of inflated prices and will abso- 

(Continued on Page 7a) 








Petroleum 


Will Upswingin Crude Oil Raise Security Prices? 


How Fluctuations in Crude Originate—Capitalizing the Turn for the Better 


cent advances in prices of crude oil 

has been apparent more in active 
trading and rises in the shares of oil com- 
panies than in drilling activity and develop- 
ment of crude oil production. For several 
weeks quotations of oil stocks have risen 
and caused trading in the Exchange and 
Curb markets that led the speculative pro- 
cession and somewhat strengthened other 
lines. Some of the lower-priced stocks of 
small companies operating in oil have ad- 
vanced noticeably, and some stocks of 
doubtful value may be considerably ad- 
vanced—probably beyond their merits—in 
the general movement upward. Investors 
will do well to be cautious and try to avoid 
pool manipulations. It is Street gossip 
that one company operating in Mexico is 
preparing to pool the 


: = first noticeable effect of the re- 


By H. L. WOOD 


widely-separated fields by Standard sub- 
sidiaries, with two exceptions, and then 
met by other Standard subsidiaries and 
independents until all fiélds east of Calli- 
fornia have been uniformly covered. In 
Pennsylvania the advance was $1 a 
barrel, 25 cents a throw, with 15-cent 
raises in several local pools, and in the 
Mid-Continent fields the raise was 50 
cents, 25 cents a throw. Individual pro- 
ducers fairly conversant with conditions 
are at a loss to account for the advances 
by the common law of supply and demand 
and are inclined to accept them as cumu- 
lative evidence of the desire of the con- 
trolling price-maker to gain some trade 
advantage for itself and cause some pos- 
sibly legitimate trade embarrassment to 
competitors, Be that as it may, the 


There is, of course, no hard and fast 
rule by which intrinsic values of securi- 
ties can be measured by trading quotations 
in New York. Ostensibly 50 cents a bar- 
rel suddenly added to $1 adds materially 
to the earning power of individuals and 
corporations engaged in the production of 
crude oil, but increased earnings do not 
always reflect increased values of securi- 
ties, at least permanently enough to show 
in the total net income of current periods. 
In the case of oil stocks the loss of $2.50 
a barrel in January and February of this 
year is only partially recovered by the 
advance of 50 cents in October, and 1921 
annual statements will indicate little if any 
benefit from the belated 50-cent advance. 
Security markets have been dragging and 
declining so long that any change for the 
better is eagerly seized 





stock to double its pres- 
ent quotation, and there 
will be others, most 
likely, 

The advance in crude 
oil prices from $1 a bar- 
rel to $1.50, with one 
company quoting $1.75 
a barrel for all crude 
oil in Oklahoma and 
Kansas of 38 degrees 
gravity and above, would 
be considered almost 
phenomenal in standard 
securities and products, 
but is not so important 
in oil production. The 
added cash received by 
individual producers is 
of course important to 
them, but still leaves them short when 
compared with the sudden drop from $3.50 
a barrel to $1 in forty days. The ex- 
tremely temperamental and whimsical 
character of crude oil prices is common 
to oil and does not cause thé spectacular 
activity that. such unusual declines and 
advances would bring about in the staple 
commodities having a more widely di- 
versified control. 

These sudden price changes in the pe- 
troleum industry are manipulated as a 
rule and brought about by one big in- 
terest to serve its own purposes, fre- 
quently having no intimate connection with 
supply and demand. At this time crude 
and refined oil products are plentiful and 
visible stocks above ground are the largest 
ever known, with daily production hold- 
ing fairly steady and considerable proven 
territory at hand where active drilling 
would increase the output. There is, it 
thus appears, no commercial or industrial 
reason to suggest a 35% increase in the 
price of crude oil in two weeks. The ad- 
vances have been made speradically in 


outflow of oil. 








upon for profit. In such 
periods speculators will 
take care of themselves 
and investors, supposedly 
more cautious, will rely 
upon the rule of con- 
servatism, 

People who, in 1919, 
scrambled to buy at $70 
shares now hanging 
around $7 to $20 may 
become re-enthused and 
reboiled in oil, but they 





WHY SALT WATER COMES IN 


This picture of a Mexican gusher, flowing at the rate of 80.000 barrels a 
day, gives an idea of the tremendous underground suction caused by the 
Mexican producers are exerting every effort to get all oil 
possible into safe places before it is exhausted by rising salt water. 


art of making and changing prices of 
petroleum and its products is certainly 
erratic. 

Refiners and marketers of petroleum 
products have some trouble in maintain- 
ing their trade when prices move up and 
down in wide curves, at least in certain 
territory. 

In eastern territory prices are much 
higher and remain at maximum al- 
titudes more regularly than in western and 
southern territory where the bulk of crude 
oil is produced and partially refined. Rail 
rates are not always involved in the wide 
differentials that prevail, altho they are 
quite generally employed to serve as a 
base. 

For instance, at Bradford, Pa.— 
where several oil refineries are located— 
gasoline retails at 26% cents a gallon, and 
at. Buffalo, N. Y.—where there are no 
oil refineries—gasoline retails at 24 cents. 
Gasoline made in Oklahoma can be de- 
livered in Bradford, Fa., at 16% cents a 
gallon, but isn’t. Buyers of gasoline at 
times wonder about these erratic prices. 


are more likely to hold 
for further reduction of 
those earlier losses. At 
this time, with business 
in general barely hold- 
ing its own, crude and 
refined oils are confined 
to a pretty narrow margin of increase or 
decrease in consumption, and this fact pre- 
cludes any material expansion of net profits 
likely to accrue from the recent advances 
in the price of crude oil. If these funda- 
mental facts are not ignored in the flurry 
of higher prices for stocks, pools and ma- 
nipulations to force prices beyond normal 
intrinsic and par values may be reasonably 
discounted. 


Oil Production Position 


Hearing about the continued advance 
in the price of crude oil, generally 25 
cents a barrel per raise, laymen quite 
naturally assume that the supply of crude 
oil must be rapidly disappearing. In all 
fields east of the Mississippi river it is 
not possible to increase production, but 
the total output holds steady and every 
barrel produced finds a regular daily ab- 
sorption in consumption. Either at $6.10 
a barrel—as in February last—at $2.25— 
as forty days ago—or at $3.50—as at this 
writing—production is neither increased 
nor decreased beyond a negligible degree. 
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In the great Mid-Continent fields that 
furnish almost three-quarters of the en- 
tire refinable oil of the United States pro- 
duction has declined so little since Febru- 
ary last, when the price declined in forty 
days from $350 per barrel to $1, that 
about 100,000 barrels a day still goes into 
storage because consumption fails to ab- 
sorb it. The price is now $1.50 to $1.75 
per barrel, but any increase in drilling 
and production will have little immediate 
effect upon consumption and the accom- 
panying net profits to producers and re- 
finers, for consumers will buy only as 
much gasoline and kerosene as they rea- 
sonably need. 

It may be said, in passing, that present 
production can be easily increased when- 
ever it is profitable to do so—and in rich 
fields it is quite profitable to produce 
crude oil at $1 a barrel. In Wyoming 
and Montana, where normal! production is 
around 60,000 barrel a day, consumption 
takes not to exceed two-thirds of the out- 
put and Standard Oil controls it all. In 
California, where the daily production two 
months ago was 330,000 barrels, a strike 
of 3,000 oil field workers caused daily 
production to decline to 


tire adjacent area, as the uncontrolled 
pressure may drain the oil and bring salt 
water. Offsetting these wells to the south 
are Huasteca (Doheny) wells, in Cerro 
Azul. To avoid drainage on the north the 
Huasteca interests tied up the Mexican 
Gulf oil via the injunction route by al- 
leging defective title. Huasteca wells are 
allowed to produce freely and will recover 
some oi] that would naturally go to the 
Mexican Gulf wells. Between fires, un- 
controlled pressure and other wells flow- 
ing steadily it is feared salt water will 
quickly ruin the new Toteco pool. Prob- 
ably because of adverse producing condi- 
tions in the Toteco area the Mexican Gulf 
Company is turning some of its oil to the 
Aguila or Dutch-Shell lines, the latter's 
production now being less than its line 
capacity. 

In September there was shipped from 
the Tampico, Port Lobos and Tuxpam 
export terminals 17,600,000 barrels of 
crude and topped oil, which total has 
been exceeded in only one previous month, 
seventeen companies being listed. The 


of the crude oil handled having been pur- 
chased and some of it merely paid pipeage 
charges to the most convenient lines. For 
instance, Standard Oil interests perhaps 
purchased considerable more oil than they 
produced in September, as did the Doheny 
interests probably. When the rush was 
on a year ago, to utilize short pipe 
line facilities companies with surplus oil 
lent it to companies with surplus pipe 
line room and vice versa, thus accounting 
for some of the September movement in 
readjustments. Now, outside of the 
Toteco and Cerro Azul areas, there is 
800,000 barrels of daily pipe line room and 
only 150,000 barrels a day of oil direct 
from wells. 

It is currently estimated that the Panuco 
district produces about 100,000 barrels a 
day, althongh production was increased 
there in September 25,000 barrels a day 
by two new wells. The Sinclair, Mag- 
nolia (Standard), East Coast (Southern 
Pacific), National Petroleum Company, 
National Oil Company, U. S. Mexican Oil 
Company, Interocean Oil Company, Inter- 
national Petroleum Company, The Texas 
Company, the Penn Mex Fuel Oil Com- 

pany (Standard), La 





230,000 barrels, and the 
temporary loss of 100,000 
barrels a day caused no 
trade or consumption 
embarrassment; and the 
crude oil quotation was 
reduced not long ago 50 
cents a barrel, 

Crude oil in storage in 
the United States at this 
time is approximately 
180,000,000 barrels, an 
ample supply to protect 
all trade and necessary 
consumption demands for 
a long time. Of this 
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Corona Petroleum Com- 
pany (Dutch-Shell), 
Mexican Petroleum, Cal- 
Tex Oil Company (Eng- 
lish), Tal Vez Company 
(English) and several 
small Mexican interests 
have production in the 
Panuco district, with 
pipe lines and barge lines 
to Tampico. Because of 
smaller initial production 
the Panuco wells are not 
suddenly or quickly 
ruined by salt water as 
wells are ruined in the 
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storage crude oil Stand- 
ard Oil interests. hold 
about 120,000,000 barrels 
and easily keep their re- 
serves at maximum and 
are not particularly wor- 
ried about production or the markets, 
which they pretty well keep on ice. That 
part of the petroleum trade which keeps 
in touch with production and consumption, 
knowing there is plenty of oil above 
ground and that, good territory remains 
to be developed, understands that the tre- 
mendous fluctuations of petroleum prices 
during 1921 have been arbitrarily made 
and not forced by normal conditions. 


The Mexican Situation 


Salt water has steadily curtailed produc- 
tion and drilling in the southern field in 
Mexico until the daily production from 
not to exceed twelve wells in the main field 
is now not more than 150,000 barrels, and 
any or all of these remaining wells may 
go to salt water any day, certainly will be 
exhausted by the end of the year. 
miles south of Zacamixtle the five wells 
of the Mexican Gulf Oil Company and 
the International Petroleum Company 
could produce 200,000 barrels a day, but 
are not, for several reasons, one of which 
is inability to hold them under control. 
Two of them have been burning and the 
latest and best one is out of control at 
this writing and is a menace to the en- 
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STORAGE TANKS IN BRAZIL, SOUTH AMERICA 
The Caloric Company is a subsidiary of the Pan American Petroleum 
& Transport Company, operating in South America, shipments of fuel 
oil and products going from Tampico, Mexico, and New Orleans 


Transcontinental Oil Company (Standard) 
led with 3,254,000 barrels; the Huasteca 
Petroleum Company (Doheny) was sec- 
ond with 3,179,163 barrels; and the Royal 
Dutch-Shell interests were third with 2,- 
113,379 barrels; the Island Oil & Trans- 
port Company was fourth with 1,263,885 
barrels; the Atlantic Gulf Oil Corporation 
(Agwi) was fifth with 1,196,908 barrels; 
the Mexican Gulf Oil Company (Mellons) 
was sixth with 1,183,294 barrels; the In- 
ternational Petroleum Company was sev- 
enth with 1,103,750 barrels. The Texas 
Company shipped 986,491 barrels and the 
La Corona Petroleum Company (Dutch- 
Shell) shipped 984,235 barrels, properly 
added to the Aguila total. Some of the 
oil thus exported in September was taken 
from storage tanks. This rush to move 
oil out of Mexico, it must be understood, 
was not because of any insistent demand 
for consumption, but was forced by rapidly 
increasing salt water, and was the initial 
movement of a three or four months clean- 
up campaign, encouraged by a suspension 
of increased export taxes. 

It is well to understand, too, that several 
of the companies making shipments did 
not produce all the oil moving through 
their own pipe lines and terminals, some 


Tuxpam district and be- 
come dependable pump- 
ers, Panuco crude is not 
topped, like the Tuxpam 
crude, containing no 
gasoline or kerosene 
of consequence, but is used for fuel 
and asphalt products. The field is 
located narrowly along either side of the 
Panuco river and is about seventeen miles 
long east and west, its eastern end at 
Topila being fifteen miles west of Tam- 
pico and connected by two railroads in 
addition to river transportation, with all 
of the tanker-loading terminals situated 
on either side of the river and above the 
town to the bar jetties about seven miles. 
Because of the short haul and facilities 
Panuco oil is regularly moved as soon as 
produced, the demand being stable and 
easily equal to the supply. 
Oil Prices Advanced 

The sudden and heavy decline in pro- 
duction in the Tuxpam district resulted 
in an advance in price for the crude oil. 
During the shutdown in July and August, 
when Huasteca and Standard pipe lines 
were mostly idle, the oil from individual 
wells was offered as low as 7 cents a 
barrel and at 10, and 12 cents, with no 
takers. As soon as operations started 
up September 5, pipe line owners were 
looking for oil, and the price quickly went 
to 50 cents a barrel at the wells, with an 
occasional offer as high as 60 cents, and 

(Continued on page 941) 
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Irregular Improvement in Industry 


A Few Weak Spots But the General Trend Is Upward 








SPOT PRICES OF LEADING 
COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 


Commodity High . Low  Last* 
CC Se rs 43.50 $29.00 $29.50 
Pig Iron (2)...... 30.00 18.00 19.50 
Copper (3) ...... 0.18% 0.11% 0,13 } 
Petroleum (4) .... 10 25 3.25 
Coal (5) ........ 8.00 ° 2.00 
Cotton (6) ........ 0,218/,, 0,11 0.19 
TNE. EU) ccccces 2.04 14% 1,10 
SS ees 0.70% 0.47% 0.45 
Hogs (9) ........ 0.11% 0.08 0.08% 
Steers (10) ...... 0.11% 0.08% 0.09% 
Coffee (11) ...... 0.08% 0.05%, 0,08% 
Rubber (12) ...... 0,23 0.14 0,19 
Wool (18) ........ 48 0.43 0.43 
Tobacco (14) ...... 0,25 0.15 0,22 4 
Sugar (15) ........ 0.06% 0.04% 0.04% 
Sugar (16) ........ 0.0844 0.05% 0.05% 
Paper (17) ........ 0.06% 0,04 0.04 

*October 21. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No, 11, $ per ton; a Spot, 
New York; c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
c. per Ib,; (11) Rio, No. 7, Spot, c. per 
lb.; (12) First Latex crepe, c. per ib.; 
(18) Ohio, Delaine, unwashed, o. per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw, Cubas 96° Full Duty, oc. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 
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Conditions Still Unsettled 


The meat trade is featured by contra- 
dictory influences. In some respects this 
industry has made progress in the past 
few months, in others it has also made 
progress but this has been lost by this 
time, and still again in others there has 
been no visible improvement. The live- 
stock and packing industry therefore gives 
an irregular aspect marked by alternating 
features of strength and weakness. 

For the several months preceding Sep- 
tember there had been a really notable ad- 
vance in livestock prices attended by a con- 
siderable volume of sales. for export trade. 
During September, however, owing to the 
fact that Europe had been fairly well sup- 
plied and additionally to the decline in ex- 
change values ‘and the general unsettlement 
politically and financially, which took 
place on the Continent, the volume of ex- 
ports declined which in turn caused a 
decline in the price of livestock. Thus 
hogs which sold at about 8% cents a 
pound in June rose to 11% cents in Aug- 
gust and since declined to its present 
figure of about 8% cents. Steers which 
rose from 8 cents a pound in June to a 
little over 10 cents in August declined 






Trade Tendencies 


to about 9 cents, approximately the pres- 
ent price. While steer prices have held 
up better than hog prices, the fact never- 
theless remains that neither product was 
able to retain the full advance, hogs, in fact, 
losing all the gain. 

However, the decline in hog prices has 
not been such an unfortunate development 
for producers as might be imagined. As 
a matter of fact, on account of the low 
corn prices, farmers can make more money 
with hogs, even at present levels, than 
with almost anything else that can be 
raised on the farms. Corn raisers are 
more disposed to feed their corn to hogs 
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than to sell them direct to the market. 
Ten pounds of pork, at the present market 
price of hogs, will bring about 70 cents 
against a price of 35 cents for a bushel of 
corn. Inasmuch as one bushel of corn, 
roughly, will produce ten pounds of pork, 
it is obviously an advantage to the farmer 
to turn his corn into pork, especially since 
the freight rate on corn is relatively 
higher than. that on hogs. “Market your 
crops through livestock” has become al- 
most a slogan of the farming population, 
on account of the low farm prices on 
agricultural commodities. 

Beef prices have proved sensitive to sup- 


ply and demand and on account of the - 


somewhat higher receipts of livestock 
than can readily be absorbed by the mar- 
ket, prices have shown a tendency to de- 
cline. However, at these levels the pack- 
ing industry seems fairly well liquidated. 
Lately there has been a tendency on the 
part of consumers to buy the cheaper cuts 
which is something greatly desired by the 
industry. Nevertheless the bulk of the 
business is done in the more expensive 


THE 





cuts which is a rather surprising develop- 
ment in view of the unsettled economiz 
situation. Probably the reason is that the 
American public does not willingly lower 
its standard of living until absolutely com- 
pelled to by force of circumstance. 

Considering conditions, a fairly healthy 
demand for pork and beef products is 
in evidence. While the packers are not 
rolling up huge profits as in the war- 
period, they have at least turned the 
corner of depression, are gradually re- 
turning to a sound financial condition and 
very probably face a steady and depend- 
able business with moderate profits. 
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Movement Grows a Little 


The recent slack in the steel industry, 
referred to in the last review on the sub- 
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tion light. Exports flat. Th 
situation is thus mixed but better 
ood ‘aioe and production a3 
s m is in- 
creasing 


METALS—Copper is a little quieter but 
— hold firm. Other metals 
slightly reacti volume of 
business, but oy my A tendency is 
upward. 

OIL—Sharp advances in crude. 7 


chang 
on down-grade 
but kerosene, lubricating oils and 
kerosene show an improving demand. 
WHEAT—Downward trend. Large sup- 
plies. Export demand lower. Price 
k f di future not en- 
couraging. The same true of corn. | 
LIVE STOCK—Profit in raising s. 
The decline in prices. on 
mand falls. Domestic conditions im- 
proving. 








LEATHER—Conditions not mvuch 
changed. The volume of business is 
not quite so large as several months 
ago. Shoe manufacturing active. 

CHEMICALS—Trend turns 
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SUMMARY—Conditions are still irreg- 
ular but the broad trend is upward. 
There are a number of instances of 
improvement 
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MAGAZINE OF WALL STREET 














ject, has given way to a more active con- 
dition. Production if anything, is on the 
increase particularly in the lighter products 
such as sheets, tin plate and wire prod- 
ucts. Sheet and tin plate mills are running 
at 55-70% capacity with a good chance 
of increasing this rate in the near future. 

With the exception of mills operating 
on the lighter products, the average of 
steel production is about 45-50% capacity, 
which represents a considerable improve- 
ment over conditions several months ago. 
The leading interest reports a slight in- 
crease in September unfilled tonnage which 
is the first time there has been an in- 
crease in about a year. 

Structural steel business is very gratify- 
ing compared with several months ago. 
During September, according to official 
sources, the amount of steel fabricated 
aggregated 86,000 tons, about 48% of the 
entire plant capacity of the country. 
This compares with 59,300 tons in August 
and 60,200 tons in July. 

The feeling in the sheet market is op- 
timistic. Owing to the recent firming up 
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of steel bars, it is considered that there 
will be an advance in sheets from the 
present base of 3 cents. 

There has been a gradual reduction of 
surplus stocks in the tin-plate market, par- 
ticularly in the warehouses, and re-orders 
are now in greater evidence. Prices are 
holding firm at current levels. 

The pig iron market is somewhat quieter 
nevertheless, a slow but steady improve- 
ment is reported. Orders are mostly for 
small quantities but in the aggregate this 
amounts to.a fairly large tonnage. Orders 
are repeated frequently, most consumers 
being unwilling to contract for long 
periods ahead. A little uncertainty has 
crept into the market owing to the feeling 
that freight rates will be lowered causing 
a reduction in pig iron prices. 

Owing to the stimulation caused by the 
higher rate of pig iron production, the 
coke market has stiffened and increased 
production is reported. Ovens in blast at 
the end of the October 8 week amounted 
to 4192 against 4113 the week previous. 
However, considering that the total num- 
ber of ovens is 35,352, it will be seen that 
the room for improvement is great, in- 
deed. - The same, of course, applies to 
pig iron. 
for OCTOBER 29, 1921 
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Bearish Factors Predominate 


Despite several rallies due principaliy to 
speculative repurchasing, the trend in the 
wheat market for the past two weeks has 
been downward. This is very much in 
line with the forecast recently made in this 
column in a discussion of the wheat situ- 
ation. 

For the most part, the wheat market 
fluctuates in accordance with the news 
of the day. When that happens to be 
unfavorable the market declines and the 
situation is the reverse on favorable news 
developments. Unfortunately develop- 
ments during the past two weeks have 
rather been of an adverse nature, refer- 
ring principally to the striking decline in 
German marks and to the announcement 
of the railroad strike scheduled for Oc- 
tober 30. The latter prospect in particular 
has exerted a depressing effect on the 
trade, with the result in a considerable 
volume of selling. 

However, it must be realized that the 
downward trend in the market could not 
have been possible, at least to so impres- 
sive a degree, were it not for the under- 
lying factors, which as we pointed out 
in the last review, are generally of an 
unfavorable character. This refers in 
the main to the large supply of wheat in 
this country and abroad and to the rela- 
tively small demand especially from foreign 
sources. 

The statistical position is fairly well il- 
lustrated by referring to figures recently 
published by the Department of Agri- 
culture which shows that the total amount 
of wheat held in this country, exclusive 
of wheat maturing on the farms, is 529,- 
000,000 bushels compared with 605,000,000 
bushels last year. While ostensibly these 
figures favor this year, it must not be 
forgotten that Europe is fairly well sup- 
plied at least for the time being so that 
in addition to the new crops about to be 
marketed, the total supplies held in this 
country by the end of the year are very 
likely to at least equal those of the same 
period last year. 

For the balance of the year it is doubt- 
ful that prices will advance much beyond 
present levels although the very extensive 
decline in the past few weeks has con- 
siderably strengthened the technical po- 
sition of the market. 

With the interior freely selling wheat, 
the immediate outlook as stated above is 
rather dubious so far as higher prices are 
concerned. With the bulk of the selling 
completed by the end of the year, how- 
ever, and with gencral economic condi- 
tions probably somewhat better the stage 
might be set for a vigorous upturn, but 
this is still too far off to be worthy of 
discussion at the present time. 

The corn market has been sympatheti- 
cally weak with wheat. Selling from the 
interior is on an enormous plane and the 
general mass movement of prices is toward 
lower levels. Prices have already reached 
a record low level for the year and in fact 
for a number of years. Farmers are re- 
ported to be in favor of using corn as 


fuel instead of coal on account of the 
prevailing low prices. While this may 
be an exaggeration, at least so far as most 
of the farmers are concerned, it indicates 
the frame of mind of the corn-raising 
population. 
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No Gain Since Summer 


Conditions in the allied leather indus- 
tries have not visibly changed in the past 
few weeks. While trade at large has not 
slumped, the situation is marked by the 
fact that the snap which was so evident in 
this business a month or so ago is now 
missing. In other words, the industry 
is about marking time. 

The. South American hide markets are 
rather quiet, the only business of impor- 
tance recently transacted being for the 
account of one large American consumer. 
Country hides are very dull and a sale 
is reported only occasionally and that in 
small quantities. 

As a result of somewhat heavier ex- 
port buying, the calfskin market is a little 
more active. The outstanding factor in 
this market is that domestic calfskins are 
selling on a lower basis than that prevail- 
ing in European markets and the result is 
that we are getting the benefit. Germany 
is doing most of the importing of skins 
with France a close second. It is reported 
that German tanneries are producing 
calfskins, patent leather and kid leather 
at about 65-75% capacity compared with 
pre-war output. France, Denmark, 
Sweden and Russia supply most of these 
products to Germany. Russia is a negli- 
gible factor. 

The demand for leather is very irregu- 
lar. The best business is being done in 








¢ Janz — Octi. 
60 1915 ‘6 ‘17 ‘18 ‘19 ‘20 21 21 


ad 
Oo 


nd 
~ 
o 


CATHERIHEMLOCK’ 


~~ 
So 


uw 
iJ 
Qa. 


Cents 
$F 
oO 


HIDES (COUNTRY) 


o 


HIDE & LEATHER PRICES 











the lower-grade leathers but the total 
volume is not particularly impressive. The 
price situation is about the same in this 
line. The better-grade leathers are in- 
clined to be dull although there is a suf- 
ficient amount of business due to the ac- 


(Continued on page 942) 











What to Buy and What to Sell 


The Element of Time—Bull and Bear Markets—Accumulation and Distribution 


HE failure of the average man to 
T profit by the long or short swings 
of the market, whether as an in- 
vestor, speculator, trader, or dilettante 
will appear transparent when I quote from 
an incident of recent date. 

“Our readers are busy people. Materials, 
methods, rules—a way of judging the 
market must be presented in predigested 
form, so that he who runs may read. We 
must chew their crackers for them.” 

Not these exact words were used on 
this occasion, but instructions more or 
less to the same effiect were issued to this 
writer, 

While I cannot quote my exact answer, 
I can frankly state my thought on the 
subject. You may find an answer to 
your own market problem in this thought. 

“That which is worth doing at all—is 
worth doing well. If you ever hope to 
hold your own in the market, anything you 
may read or study in a hurry will do you 
more harm than good, unless it be mere 
news items or passing comments. 

“There are symptoms and signals to be 
watched, but no rules. Success in the 
market cannot be snatched by committing 
a code to memory. Your memory will 
fail at the critical moment. 

“A text book must be studied at leisure, 
and in itself can only be a prelude to 
further research.” 

os 6 


An Unbeatable Game? 

It has been said of Wall Street—speak- 
ing of the latter in its institutional sense 
—that it has been an unbeatable game, 
and always will be. I have met others 





WHEN AND WHAT TO 
BUY 

Buy— 
In a subnormal zone. 
The proven dividend 
paying stocks, still earn- 
ing and paying dividends. 
Some of the old “lead- 
ers” that have passed 
their dividerids but whose 
eventual comeback is 
reasonably assured. 
In the industries which 
have “turned the corner.” 
When non-dividend pay- 
ers predominate the list. 











who have claimed with equal confidence 
that it is the easiest thing in the world 
to stay on the right side of, 

The fundamental mistake that the writer 
sees in the claims of both proponents is— 
it is neither a game nor a thing. Specula- 
tion or investment in values is a business 
proposition, and it is only when you deal 
with the unknown values, hypothetical 
values, exaggerated values, or the entirely 
unknown values that it becomes—really 





By VICTOR DE VILLIERS 


and truly—‘an unbeatable game.” The 
party of the first part fits the picture in 
the latter frame. 

As for the party of the second part, oc- 
casions do occur when everyone can be 
right for the time being, for example dur- 
ing a section of a bull market; or for 
those who happen to be the fortunate 
participants in a “corner.” 

But—these are not the normal aspects 
of the market. The man who misjudged 
Northern Pacific or Stutz Motor when he 





ACCUMULATION 


Accumulation does not 
take place at any definite 
point or price. In a large 
number of cases it takes 
place on a scale down from 
certain prices during the 
course of a long decline, 
and when this happens it is 
very difficult to detect. 











sold them short at hundreds per share 
did not deal in normal commodities under 
ordinary conditions. 

The man who bought St. Paul above 
200 and still holds it under 30 may have 
been in the class of “busy people”—not 
too busy to make money in their own 
business and buy St. Paul at high prices: 
but far too busy to study monthly earnings 
of the road, and too busy to think that it 
might have been on the down grade 
steadily. 

The real champions in the market have 
not made many such mistakes because they 
do not ordinarily rush in “where angels 
fear to tread.” Let me say, however, that 
many giants of Wall Street, past and pres- 
ent, have made their mistakes, and their 
very adversity has been the stepping stone 
to subsequent success. They became 
serious students of all conditions sur- 
rounding the market. These men con- 
tinued to play their game more safely, 
more certainly, more deliberately. They 
“arrived” without endeavoring to get rich 
in a day, a month, a year, or within any 
specified time. By this method they found 
themselves much sooner than they had 
dared hoped for. 


The Element of Time 


This brings us to a consideration of a 
most important factor that is an essential 
in the business of speculation or invest- 
ment. I refer to the element of time. 

The market, as well as individual cor- 
porations—the latter represented by their 
securities on the various exchanges—has 
a habit of working out its own salvation, 
situations and problems in its own good 
time. The time is lengthened or shortened 
by favorable or unfavorable worldly hap- 
penings that no man can foresee. The 
market and its individual securities at- 
tempts to discount or anticipate the future 
by six to twelve months. The happening 


* financial trouble. 
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of the Big Event cannot always be fore- 
cast within months very often, but the 
market creeps on, with many nervous 
steps to meet the good and bad. 

Bull and bear markets are founded en- 
tirely upon big happenings in the world 
of affairs, not necessarily and entirely 
American affairs. At times the favorable 
complexion of our own affairs can be so 
overwhelming as to exclude the distant 
clouds of the coming storm elsewhere. We 
had the biggest bull market of all times 
here while the rest of the world was 
literally racked with war, pestilence and 
We have also experi- 
enced, and are still going through a record 
breaking bear market, as I write this, not 
because our domestic outlook has been 
bad or is going worse, but because on 
this occasion, at least, the world beyond 


our watery borderland is in_ serious 
“trouble,” economically, financially, and 
spiritually. Today, as I surmise, the 


greatest influence—if we can be limited 
to one big influence holding the market in 
check—is Europe. Time alone can tell 
whether the writer is right. 

The element of time must be taken into 
consideration so that the situation can 
work out its own salvation. 

If this be correct, precedent is not 
always a guide; and the “accepted” theory 
that bull markets last so long while bear 
markets are rather shorter can be rele- 
gated to the sphere of things that have 
long since passed out of fashion. 

Be respectful of precedent but do not 
take it too seriously. 

A bull market will last as long as there 
are sufficient bulls with courage to buy. 





DISTRIBUTION 


Distribution represents the 
phase of passing on the mi- 
nority control to the public. 
It takes place decisively at 
the top of bull markets, or 
very near the top; it is con- 
tinued after the first good 
break has had a chance to 
steady itself and confidence 
is a little restored. It per- 
sists throughout the accom- 
panying bear market, or 
minor downward swing 
that marks a long bear 
market. 











The bigger the occasion for the excite- 
ment, the more advertising it has had the 
longer it will last. This is surely a com- 
mon sense business principle. 

The war-made bull market really lasted 
fromthe opening of the New York Stock 
Exchange at the end of 1914 until a year 
after the 1918 Armistice—to be precise, it 
commenced to crumble in the fall of 1919. 
It is true that a big fall in prices was 
experienced in 1917, but subsequent events 


















proved this to be an interlude, an oppor- 
tunity for well versed people to buy 
cheap stocks, because they went much 
higher in 1919. 

Those who would measure bull markets 
with a slide rule would undoubtedly be 
able to prove methematically that there 
were two or three bull markets between 
1914 and 1920. However, the market is 
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Monthly Range of Averages, 1915-1921 


EXPLANATION: The graph herewith shows 
clearly that distribution, and its complement 
accumulation is very seldom accomplished 
other than by a series of stages. If this 
graphic were prepared in the form of a figure 
chart showing the various 1 to 3 point fluctua- 
tions the picture of a “stairway” would become 
very emphatic. 

The stages (1) to (4) represents distribution 


accomplished at various levels. A_ large 
amount probably took place at figure 115 
but it is seldom or never completed there. 


The bulk of distribution takes place between 
(2) and (4) and the average price obtained 
is around (3) equivalent to W to 95. The 
formation around 75 at (5) clearly indicates & 
change in the character of the market the 
last five vertical lines indicating greater opti 
mism, courage and persistence in the support 
seen above the figure 73 

The “work” in the middle of the graph needs 
little explanation. The mean average level 
indicated by the parallel horizontal lines is 
the indication of accumulation, borne out by 
the subsequent rise. This is called .“‘an ideal 
formation.” (A) to (D) represents a feverish 
but manipulative campaign of distribution 
mingled with many conflicting opinions as to 
the future. No real doubt was expressed by 
the market from March, 1918, to the end of 
1918 and the year following. 

The “marking up stage” is clearly defined 
in the first four months of 1915. 


more inclined to disregard the slide rule 
and follow biblical theories: of “seven years 
of lean and seven years of fat”—and 
despite what we have gone through in the 
last twelve months, wages, profits, prices, 
and many values still scintillate the glories 
of the seven years of fat. 

It is almost impossible to judge either 
the duration or culmination of a bull or 
bear market by definite standards of time, 
based upon precedent, history, or previous 
similar events. 

It is not absolutely necessary to be able 
to do this in order to profit thereby. 


for OCTOBER 29, 1921 





The market itself will say when it has 
completed its work, and will give ample 
warning of its intentions, 


Distribution and Accumulation 


These words are more often used and 
least understood in the lexicon of Wall 
Street. We will try and make them less 
mysterious than they sound. 

A cynic once said to me “All stocks are 
made to sell.” I said: “Yes—to sell dear, 
and buy back cheaply.” 

A professor at one of our universities 
pointed out at a lecture which I attended 
on the subject of corporate financing (the 
writer still studies) that it is a phase 
of modern financial methods, recognized 
as sound practice, to sell the public a 
minority interest in nearly every large 
corporation at a high price, and repur- 
chase this interest at a low price: then 
sell this minority interest at a still higher 
price in the next bull market, and repur- 
chase it still lower in the next 
market. Sometimés the public insists 
upon buying more than it was intended 
selling to it, and the controlling interests 
have been tempted by the very high prices 
prevailing to part company—even with 
the majority interest. 

Who really owns the corporation, and is 
it not a curious situation at times? 

When Harriman controlled the Union 
Pacific he was not a majority stockholder : 
he controlled the proxies to vote. In a 
similar way, majority ownership of various 
corporations have passed and repassed out 
of the control of their original owners 
with the exception of certain large blocks 
of the stock that stay “put” in the hands 
of parties who do not fail to record their 
votes at annual meetings. 

The professor above noted, pointed out 
that when interests back of a corporation 
have sold the bulk of their holdings, with- 
in a hair’s breadth of actual control, at 
high prices, and thus financed itself, these 
interests do not care how low or how high 
the stock goes so long as the public holds 
it. They would not even hesitate to sell 
the balance of nominal control at high 
prices in bull markets, provided they felt 
sure that they could “swing” the larger 
blocks of stock sold at high prices, and in 
favorable hands, at the annual meetings. 

Through the inability of the scattered 
forces of the public to marshal themselves : 
through the public’s indifference: through 
its inability on account of margin pur- 
chases: through the practice of making 
share certificates negotiable ‘in “street 
names” the real’ owners of corporations 
take very little part in the management, 
affairs, construction or destruction of 
corporations. [ refer to the public. 

The interested parties are those who 
attend the annual meetings, and they will 
usually be found owning or voting large 
blocks of the stock. These parties are the 
real “They” we hear so much about. It 
is “They” who “sell them dear and buy 
them cheap”—and it is this very indiffer- 
ence and inability of the real owners, the 
public, that stocks are bought at fancy 
prices, and thrown on the market at the 
bottom of the abyss, just about when 
“They” are ready to buy. 

Distribution represents the phase of 
passing on the minority control to the 
public. It takes place decisively at the 
top of bull markets, or very near the top: 
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it is continued after the first good break 
has had a chance to steady itself and con- 
fidence a little restored. It persists 
throughout the accompanying bear market, 
or minor downward swing that marks a 
long bear market. 

The graphs herewith indicate, but do 
not prove that the theory of gradual dis- 
tribution at lower and lower levels, and 
finally at any level, is sound, 

Sometimes, as stated, public buying 
raises the price from the sublime to the 
ridiculous, as was witnessed for example 


1920 || (92¢ 
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“Smelters” is Typical of 
Distribution 

The work accomplished in American Smelt- 
ing and Refining is clearly apparent to the 
student of technical position, but for the sake 
of clarity horizontal lines in the form of ar- 
rows have been drawn which show the trend, 
Naturally this indicator is not furnished by 
those interested in selling the stock as dearly 
as possible. : 
This is also “an ideal formation” but far 
more uniform than the general market. Ignor- 
ing the extreme movements or thrusts up- 
ward it will be seen that during this dis- 
tributive campaign the stock made—numeric- 
ally—far more new “lows” than new “highs.” 
The object of the temporary but violent up- 
swings is often to stimulate the timid buyers 
(bulls) or to punish the pessimists (shorts)— 
but the general direction was downward from 
120 to 40, and the arrow of mean average 
prices is now pointing upward. ; 
The stock is in a long up trend at this 
writing, which may take as many years to 
materialize as was required to complete the 
entire downswing. But the long _trend of 
“Smelters” is upward in the writer's judgment.| 


The Action of 


in the tremendous rise in stocks like Beth- 
lehem Steel, Crucible Steel, General 
Motors, or Mexican Petroleum, 

The writer is neither defending the “in- 
siders” on the ground of values for their 
stocks, nor condemning them for accept- 
ing exorbitant prices for their securities. 
Like the public, they go with the tides 
of depression, prosperity and opportunity. 

(Continued on page 950) 
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German Industrial 
BONDS 


of Companies Controlled by 
Hugo Stinnes 


Just because _ sentiment 
against improvement in for- 
eign exchange seems to have 
reached its zenith, we feel 
that these bonds are truly un- 
precedented purchases at this 
time. 

It takes a long time to over- 
come the inertia of public 
sentiment, and when it be- 
comes widespread and seems 
to approach a climax, far- 
seeing investors begin to take, 
the reverse position. 


Some of these are mortgage 
bonds of the strongest and 
most successfully managed 
corporations in Germany and 
possess extraordinary possi- 
bilities. 

Descriptive Circular M.W.-24 

Sent on request 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bidg. 
New York 
Tel. Rector 6770 
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Cleveland ©. C, & St. L.... 
Delaware & Hudson ........ 
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» OUT-OF-TOWN 
INVESTMENT 
SERVICE 












A special department keeps 
our out-of-town customers, 
banks, corporations and in- 
dividuals, constantly in 
touch with changing market 
conditions without obliga- 
tion on their part. 


We shall be glad to do the 
same for you. 













Our Descriptive Booklet 
“INVESTING BY MAIL” 
furnished on request. 














GRAHAM & MILLER 
Members New York Stock Exchange 
66 Broadway New York 
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Our services include: 


1. Complete invest- 
ment information 
and quotations on 
all marketable se- 
curities. 


Active Stocks’ Price Range 


. A bi-weekly finan- 
cial letter which in- 
cludes specific rec- 
ommendations — free 
upon request. 


.- Accurate and 
speedy execution of 
orders by mail. 


Ask for our Booklet “MW” 
“How to open an account” 


McDoONNELL& (Co 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 
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FELLOWES 
DAVIS & CO. 


Established 1886 
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New York Stock 
Exchange 
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Established 
1873 


OUNDED in 1873, 

our organization 
has behind it a record 
of nearly fifty years of 
dependable investment 
service to the public. 


Originally organized to 
deal in Unlisted Securities, 
this half century of active 
service has made Tobey & 
Kirk widely known as 
specialists in this field. 


Broadening our activities 
with the passing years, we 
are today equipped to 
transact every form of in- 
vestment business. As 
members of the New York 
Stock Exchange we are 
prepared to execute 
promptly orders in all 
listed stocks and bonds. 
Through direct private 
wire connections with 
Pittsburgh, Cleveland, Chi- 
cago and Detroit we offer 
the benefits of quick com- 
munication with a broad 
and active market. 


Correspondence Invited 


Tobey & Kirk 


ESTABLISHED 1873 
‘embers { N: York Stoch Exchange 
= of 4 Chicago Stock Bechaue 
25 Broap St.,New York 
208 So. La Salle St., Chicago 
Direct Private Wires to 


Chicago Detroit 


Cleveland 











Legal Notes 


Digests of Important Recent Decisions 
Edited by HARRY CRONE, of the New York Bar 


Tax—Stock of Boston and Albany Rail- 
road—Fitchburg Railroad 

Surrogate Foley recently in the Surro- 
gate’s Court of New York County, de- 
cided that the Tax Law did not change the 
rule which was laid down by the Court of 
Appeals of the State of New York with 
regard to the value of shares of stock in 
the Boston and Albany Railroad and in 
the Fitchburg Railroad which rule was to 
the effect that the transfer tax upon shares 
of stock belonging to the estate of a non- 
resident decedent of shares of stock in the 
Boston and Albany Railroad and the Fitch- 
burg Railroad must be computed upon 
the proportionate part of the property lo- 
cated in the State of New York upon the 
basis of a total track mileage because of 
the fact that both of thesé corporations 
had been incorporated in the State of 
New York and in the State of Massachu- 
setts—Matter of Greene, 115 Misc. Rep. 
704 (1921). ; 


Stocks—Sale—Fraudulent 


The legislature of the State of New 
Jersey recently passed a law empowering 
the Attorney General to investigate all 
complaints as to the obtaining money for 
securities of any kind whatsoever through 
fraudulent representation—Chap. 234 
Laws 1920 (N. J.). 





Legislation—Repeal of War-Legislation 


By joint resolution of Congress on 
March 3, 1921, all war time legislation 
made necessary because of the necessities 
imposed by the Great War were termin- 
ated except that relating to the First, 
Second, Third and Fourth Liberty Bond 
Acts, the Supplement to the Second Lib- 
erty Bond Act and the Victory Liberty 
Loan Act. 


Monopoly—Sherman Anti-Trust Act 


A restriction in contract for sale of 
sugar against its resale to prevent hoard- 
ing, all done at the suggestion of the De- 
partment of Justice of the United States 
at a time of great shortage in sugar was 
held in the United States District Court 
of California, not to be a violation of the 
Sherman Anti-Trust Act—Continental 
Candy Co, vs. California Co., 270 Fed. 
Rep. 302. 


Option—Sale of Stock 


An option as to the time limit within 
which to purchase stock is strictly con- 
fined to the exact time within which the 
right to purchase the stock must be ex- 
ercised.—Campbell vs. Fetty, 271 Fed. 671 
(1921). 





Promissory Note—Endorser 


An excuse by endorser of note that he 
was not to be held responsible upon note 
and that he became endorser merely for 
purpose of having it passed by State Bank 
Examiner does not relieve him of re- 
sponsibility, as the written language of 


the note cannot be contradicted by such 
statement.—Ryan vs. Security Bank, 271 
Fed. Rep. 366. 





Stocks—Sale of—Wager 


A customer of a brokerage firm brought 
an action against them on the ground that 
when he gave the order to buy and sell 
stocks for his account he never intended 
that there should be any actual trans- 
actions of buying and selling. 

The Supreme Judicial Court of Massa- 
chusetts decided that there was no wager- 
ing contract present, as the transactions 
between the parties showed that the stock 
was actually owned by the customer when 
orders were given. Furthermore, that 
under the law of the State of Massa- 
chusetts a broker has the legal right to 
carry on margin stocks which he has pur- 
chased for his customers—Adams vs. 
Hayden, 236 Mass. 454 (1920). 





Tax—Bank Stock—Discounts Collected 
but Unearned 


The inclusion by tax commissioners in 
making assessment for taxation upon bank 
stocks of discounts collected but not 
earned is improper, as under Tax Law, 
State of New York, the items of value 
are (a) amount of capital stock paid in, 
and (b) surplus of bank and its undivided 
profits. 

Under the Tax Law the stock is as- 
sessed by adding together the amount of 
the capital stock, surplus and undivided 
profits and dividing the result by the num- 
ber of outstanding shares. 

Discounts collected but unearned are 
not part of capital stock—Peo. ex rel 
National Park Bank vs. Cantor, 195 App. 
890 (1921). 





Negotiable Paper—Presentment 


The Negotiable Instruments Law, 
which provides for the presentment of 
demand notes within a reasonable time 
after issue, abolishes the old rule as to 
the difference in time of presentment of 
demand notes carrying interest and those 
without. This was held recently by the 
Appellate Division, Second Department.— 
American Trust Co. vs. Manley, 195 App. 
Div. 811. 


Banking Law—Private Banker 


The Banking Law of the State of New 
York was recently amended so as to pro- 
hibit anyone from conducting business 
as a private banker unless a certificate for 
such purpose shall have first been issued 
by the State Superintendent of banks.— 
Chapter 350, Laws 1921. 





Dividends—Duty to Declare 


The mere fact that a corporation’s busi- 
ness is successful and that profits are 
accumulating does not impose duty upon 
directors to declare dividends.—Mitchell 
vs. Des Moines, 270 Fed. Rep. 465 (1921). 
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WILL UPSWING IN CRUDE OIL 
RAISE SECURITY PRICES? 
(Continued from page 933) 











the prevailing- price at the well is now 
minirhum at 50 cents, whereas 40 and 45 
cents a barrel were the maximum quota- 
tions previous to September. The rapidly 
disappearing 150,000 barrels a day leaves 
little free oil in sight. The Royal Dutch- 
Shell and the Standard Oil interests are 
probably the hardest hit of all, if a num- 
ber of small individual producers are ex- 
cepted, as their investment has been much 
greater than that of other corporations. 


Long Distance Buyers 

A year ago, when the boom in Mexican 
oil was on, deliveries of fuel oil at North 
Atlantic ports were at quotations ranging 
from $3 to $3.30 per barrel. Recently the 
price had declined to $2 and an occasional 
delivery reported as low as $1.45 a barrel. 
With the crude 50 cents a barrel at the 
well, an export tax ranging from 16 to 20 
cents a barrel for the light Tuxpam crude 
and distillates, a pipeage charge of 15 to 
20 cents a barrel and such terminal charges 
as may be involved in f. o. b. tanker quo- 
tations, Tuxpam crude cannot be loaded 
into tankers for less than 95 cents to $1, 
actual cost. Charter.rates to North At- 
lantic ports must be added, with such 
legitimate net profits as the companies 
engaged in the business must have, and 
not many companies are engaged in the 
business of delivering Mexican oil. Ignor- 
ing these certain and fundamental facts, 
numbers of individuals and firms are try- 
ing to buy and sell Mexican oil, generally 
for export to Great Britain and France, 
also China. They are able, in some in- 
stances, to produce bank credits running 
into the millions and insist that as much 
as 10,000 barrels a day be delivered for 
one or two years. These alleged brokers, 
importers, exporters and financiers never 
do any business beyond the talking stage 
and putting on paper the amount of their 
commissions. Perhaps the proper title 
for them is commission merchants, for 
possible commissions comprise their in- 
vestment, The buying and selling of crude 
oil are not conducted that way. An ex- 
porter and importer of beeswax may have 
an excellent bank rating and credit, but 
the average producer of oil in Mexico 
sells his output to some purchaser who 
operates pipe lines in Mexico and not in 
Broadway. A dealer in smoked meats— 
hams, bacon, etc.—is well located in some 
section of New York and most of the 
United States, but his commissions accru- 
ing from the exports of similar products 
to Palestine would be a poor bank credit. 
The broadway dealers in Mexican oil have 
about the same rating. 





INVESTMENT BONDS — by FF. 

Lownhaupt. 

Flain facts regarding the relation of 
bonds to their issuing corporation and of 
the general investment aspect of the in- 
strument. A book for Students, Inves- 
tors, and Practical Financiers. 


Price $2.60, postpaid. 
for OCTOBER 29, 1921 





UNITED STATES OF 


BRAZIL 


5% Sterling Loan of 1913 
Issued and Outstanding £11,000,000 


Interest payable April and October Ist. Coupons 
will be cashed at the prevailing rate of exchange at 
any office of Paine, Webber & Co. 


These bonds are direct and general external obli- 
gations of the Republic of the United States of 
Brazil. 


Principal repayable by a cumulative sinking fund 
of 1% per annum, beginning August Ist, 1927, to be 
applied half yearly by purchase of bonds in. the mar- 
ket when available at less than par and by drawings 
when market price is par or above. If the sinking 
fund is required to call all bonds at par, the entire 
issue will be redeemed in thirty-seven years. 


These bonds can now be purchased at a price to 
net about 834% income per year at the present rate 
of Sterling exchange, which income will increase to 
over 10% at the normal rate of exchange. 


Possible profits in principal from 60% to over 
105%, depending upon the rate of Sterling exchange 
when bonds are called. 


Write for Circular M. 


Paine, Webber & Company 


ESTABLISHED 1880 


Boston New York Chicago Philadelphia 
Minneapolis Detroit St. Paul Hartford 
Albany Worcester Milwaukee 


























A complete analysis of 


COLUMBIA MOTORS 
CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA REO MOTOR CARS 
Will be sent on request. The above companies’ stocks are all actively traded in 


on the Detroit Stock Exchange and represent the best 
in the automotive industry today 
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BONDS 


Foreign Government 
and Municipal 


If you are interested in the 
bonds of any of the following 
countries, we shall be glad to 
send you information covering 


—description of security - 
—interest and maturity dates 
—denominations 
—redemption values, etc. 


Belgium France Italy 

Brazil Gt. Britain Nerway 
China Greece Sweden 
Denmark Holland So. America 


Ask for Circular M. W. 401 
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For Safe Investment 


STATE-COUNTY-CITY 


Income Tax Free 


U.S. MUNICIPAL BONDS 
to yield 5% to 61/4 % 


CANADIAN MUNICIPAL 
BONDS 


Obligations of 


GOVERNMENT— 
PROVINCES — CITIES 
To Yield 6% to 8% 


List and full particulars of above upon 
application requesting M.W. 23 
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TRADE TENDENCIES 
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cumulation of old orders. Sole leather 
is depressed. 

In the shoe manufacturing industry con- 
ditions are still fairly good, considering 
the general situation. Operations are 
quite up to the highest of several months 
ago. A good demand for fall and winter 
shoes is anticipated by the retailers, and 
they have been inclined to increase their 
commitments with the wholesalers and 
with the factories. On the other hand, 
there is not much of a disposition to load 
up on future contracts. 

Generally speaking, the various hide and 
leather branches report conditions from 
fair to dull. In few instances are condi- 
tions actually good. While there has not 
been much of a recession in the past few 
weeks, the fact that the rate of improve- 
ment noted earlier in the year has not been 
maintained suggests that conditions will 
remain irregular for some time. 





MOTORS 








Business on Decline 


The usual seasonal slump in the auto- 
mobile industry is now on in full swing. 
Since last August, when the peak of pro- 
duction was reached, it has been evident 
that the votume of business has been 
steadily growing smaller. Even some of 
the more important manufacturers, en- 
joying an exceptionally good demand dur- 
ing the Spring and summer months, have 
been compelled to curtail production on 
account of the smaller demand. Cuts in 
production schedules have been put into 
effect by practically all manufacturers. 


With the possible exception of Ford 
and even that concern has recently ex- 
perienced a falling-off in demand, the 
manufacturers of low-priced cars have 
probably been hit the hardest by the de- 
pression in business conditions. Small- 
salaried people and wage-earners, includ- 
ing business men and women of very 
moderate means, have been compelled to 
retrench more deeply than the more for- 
tunate classes and as a result have stopped 
buying pleasure cars to a very consider- 
able degree. The makers of high-priced 
cars, of course, have been affected but not 


to so apparent a degree as manufacturers 
of the cheaper cars. 

Truck manufacturers report the usual 
increase in business which comes in with 
the beginning of the autumn months. Con- 
ditions in this industry, however, are still 
“spotted” and the industry has a long way 
to go before it approaches a stabilized 
position. Prices have been cut by many 
makers, and in some instances, more than 
once without resulting in much increased 
business. 

The manufacturers of pleasure vehicles 
are now laying plans for the Spring trade. 
A number of new models will be offered 
as an inducement toward greater buying. 
Prices probably will be no lower than the 
present owing to the conviction that they 
have gone about as low as manufacturers 
can afford. In fact, should business con- 
ditions improve sufficiently between now 
and Spring to result in fairly heavy 
pleasure car buying, it would not be surpris- 
ing to see an advance in prices with manu- 
facturers trying to take advantage of what- 
ever opportunity was offered by the bigger 
business. However, this is purely proble- 
matical and depends entirely on the busi- 
ness situation in which the country finds 
itself at the end of the next few months. 

Present indications are that most manu- 
facturers will report comparatively poor 
earnings during the last quarter of the 
year, though probably at a somewhat 
higher rate than those of the first quarter 
of the year, owing to the fact that the 
closed car is producing sufficient business 
to partially offset the loss from the other 
branch of the business. 
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The Advance in Crude 


In the past few weeks there has been 
a really enormous rise in the price of 
crude oil. Pennsylvania crude, for ex- 
ample, has been advanced for the fourth 
successive time from $2.25 a barrel to its 
present price of $3.25 a barrel. Other 
crude oils have risen proportionately. 

It might be inferred from the above 
that the statistical position of the crude 
product has changed greatly in the past 
two or three months. This has not been 








MARKET STATISTICS 


N. Y. Times 

N.Y.Times Dow, Jones Avgs. -~—50 Stocks——~ 

40 Bonds 20Indus. 20Rails High Low Sales 
Monday, Oct. 10........ 71.68 70.95 70.47 64.78 64.24 419,980 
Tuesday, Oct. 11........ 71.70 71.06 73.10 64.37 63.79 435,060 
Wednesday, Oct. 12..... HOLIDAY. 
Thursday, Oct. 13....... 71.24 70.90 72.46 64.15 63.36 510,829 
Friday, Oct. 14.......... 71.21 70.15 71.84 63.84 63.03 623,607 
Saturday, Oct. 15........ 71.22 70.09 71.15 63.27 62.74 
Monday, Oct. 17........ 70.75 69.46 70.00 62.47 61.54 , 
Tuesday, Oct. 18........ 70.69 69.81 70.60 62.65 61.84 414,051 
Wednesday, Oct. 19..... 70.74 70.21 71.14 63.10 62.26 473,113 
Thursday, Oct. 20....... 70.99 70.77 71.73 63.62 62.88 437,203 
Friday, Oct. 21......... 70.93 7100 7153 6371 6271 494958 
Saturday, Oct. 22....... 70.99 71.11 71.63 64.33 63.48 389,960 
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the case. While there has been a mod- 
erate drop in production, and while new 
drilling activities have been somewhat 
limited and while, for a time, the halt in 
Mexican shipments had temporarily im- 
proved the position of the American crude 
-oil product, taken by and large, there has 
been no sufficient change, either with re- 
gard to supply or demand, to have caused 
such a rapid rise in prices. 

Even in the industry itself there are 
many who are sceptical as to the perma- 
nency of present prices unless demand in- 
creases very much in the near future. The 
oil industry, of course, is highly specula- 
tive and price changes in these products 
occur with great rapidity. The fact is 
that the industry is largely controlled by 
a few important interests who can move 
prices almost at will. Of course, “sup- 
ply and demand” is the underlying factor 
but the controlling interests in the oil in- 
dustry are often in a position to govern 
prices or at least anticipate possible future 
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To Oct. 20 


conditions and they move prices accord- 
ingly. The most that can be said is that 
the present situation does not justify such 
an advance in crude oil as has been re- 
cently seen, but that conditions may im- 
prove within a few months to justify such 
a price change. Therefore, the recent 
move in crude oil may be taken as antici- 
pating a condition which may or may not 
materialise. 

The season is now approaching when 
consumption of gasolene, the principal re- 
fined product, will be at a minimum for 
the year. On the other hand, certain 
other refined products such as lubricating 
oil, kerosene and fuel oils are in an im- 
proving position. The increase in de- 
mand for lubricating oil is a rather inter- 
esting development as the demand for this 
product is always sensitive to general 
trade conditions, and therefore the im- 
provement may be considered a sign of a 
turn in general industry. 

The rise in crude oil has been attended 
by some striking gains in the stocks of 
the leading companies, especially the 
American companies. Regardless of the 
justification of this move, there is no ques- 
tion that the oil companies, in spite of 
the advance in crude oil, will not return 
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The Day of 
the Bond 


HE lowest level touched by 
T Vooll prices in the past forty 
years, was in May, 1920. Since 
that time prices have gradually 
been rising. 


But bonds are still cheap. 


There is still open the opportun- 
ity to buy well-secured honds—the 
premier investment—to give lib- 
eral future income over a period 
when current interest rates may 
be much lower. 


In addition, well-selected bonds 
have the advantages of marketa- 
bility, maturity tosuit the investor, 
and availability in a wide diversity 


of types. 


At any of our offices you can 
obtain a comprehensive list of 
recommended bonds; and we shall 
be pleased to give you information. 
as to these or other issues. 


Guaranty Company 
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such large earnings in 1921 as they did last 


year. 


fungicides have begun to purchase raw | 
materials in fairly heavy quantities, in 
anticipation of a lively demand for their 





CHEMICALS 


products next Spring. Other products 
such as blue vitriol, caustic soda and soda 
ash are in fairly good demand. 

However, most of the other chemicals © 





are either dull or inclined to sag. Prices 







Irregular Improvement Indicated 

Conditions in the allied chemical indus- 
tries are still far below normal but re- 
cently have given indications, at least in 
a few instances, that better things may 
be expected. This is more particularly 
true of that branch of the industry which 
is closely related with agriculture. For 
example, producers of insecticides and 


are in many cases at bargain levels, and/ 
if the Fordney Tariff bill passes, Euro-' 
pean agencies will find it difficult to com-— 
pete with American interests. "i 

The dye situation shows some improve- | 
ment. Business is very good in several of © 
the colors and big buyers are very active | 
in making inquiries. While the resultant’ 
business has not been very large, it has 
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The Verdict of 
39 Years 


THIRTY-NINE years 
have rendered a*verdict 
of safety and satisfaction 
on Straus Bonds. Our 
tensof thousands of well 
pleased investors look 


back on an unbroken 
record of prompt prin- 
cipal and interest pay- 
ments in cash, without 
loss or delay. 


Ourcurrent Investment 


Guide is yours for the 
asking. Write today and 


specify 
BOOKLET D-725 





S.W. STRAUS & CO. 


INCORPORATED + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 


Offices in Fifteen Principal Cities 


39 years without loss 
to any investor 





Copyright 1921, by S. W. Straus & Co. 
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The True Story of 
| Plain Tom Hodge 


This poor immigrant came to 
America eighteen years ago, 
saved his money, and invested 
it in gilt-edg bonds every 
month and is today a prosperous 
business man. Liberal interest 
return, compounded regularly, 
has made him wealthy. 

His story will be an inspira- 
tion te you. It demonstrates 
the great power of systematic 
saving and investing, and will 
show you how to get the very 

~utmost return with~™ absolute 


safety. 
But “The True Story of Plain 
Tom Hodge” is not only an in- 


spiration to the thrifty mind—it 
is a half hour of as fascinating 
reading as you have ever seen. 

A free foPy will be mailed 
promptly if you write today. 
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|| George M. Forman 


& Company 
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been sufficiently good to inspire producers 
with confidence. There is less of a ten- 
dency to press ‘sales, and in fact some or- 
ders of fairly large size for future delivery 
have been reported. The New England 
textile interests are making inquiries and 
this is expected shortly to materialize in 
some good business. In general, the feel- 
ing in this industry is better and it looks 
as if conditions would improve before a 
few months, especially in the event the 
dye measure is included in the Tariff bill. 
The drug situation is spotted though 
with an upward trend in evidence. Stocks 
in some lines are very low and buyers are 
finding it difficult to cover their require- 
ments. In some instances, prices have been 
advanced. The average product, how- 
ever, remains dull and quiet though they 
are expected to come along eventually. 





ROUMANIA 
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the railroads, shipping, the oil industry 
and other ind4stries. 

The chief articles of export are gasoline 
and lamp oil; lubricating oil and other 
products to a smaller extent. 

To facilitate exportation of oil the Gov- 
ernment has constructed three pipe lines 
totalling 881 kilometers in length—two be- 
tween Baicoiu-Ploesti, Buzau and Con- 
stantza, the third between Baicoiu-Floesti, 
Bucarest and Giurgur. There were 5,000 
tank cars for use on the railroads. 

In November, 1916, the Roumanian 
armies, forced to retreat before the Ger- 
man invasion, destroyed all oil wells, bor- 
ings, machinery and stocks, lest the enemy 
should take possession. 

By April, 1917, the Germans succeeded 
in restoring part of the means of produc- 
tion and obtained in that year 675,000 tons 
of oil, all of which they used for their 
own purposes. 

The Roumanian oil industry suf- 
fered very heavy damages during the 
war. Reconstruction, however, has 
been started up, though handicapped 
by lack of machinery and adequate 
means of transportation. In 1919 the 
production totaled 826,114 metric tons, 
of which 487,633 was consumed at 


portation. Recent acquisition of new lo- 
comotives and tank cars and the regaining 
of old ones have already improved the 
situation, as has the restoration of the 
pipe lines Baicoiu-Constantza and Baicoiu- 
Giurgur. 

6. Coal and Other Minerals: With 
the acquisition of -Transylvania, Rou- 
mania, after the war, has come into the 
possession of important coal mines. The 
most important coal fields are in the re- 
gion of Petrosani, Resitza-anin, Budoi 
(Bihor), Comanesti (Bacau), Dambovitza 
and Muscel. The annual output, under 
normal conditions, amounts to 2,500,000 
metric tons. In 1919, the production was 
1,400,000 metric tons, used entirely in do- 
mestic consumption. The coal reserves of 
Greater Roumania are estimated at over 
45 million metric tons. 

There are very important sources of 
natural gas in the districts of Cojocna, 
Dambovitza and Prahova, as well as in 
the Turda district in Transylvania. 

The mineral riches of Greater Rou- 
mania include considerable quantities of 
salt, iron, manganese, aluminum, graphite, 
mica and copper (mine of Altant Tepe). 

Roumania also possesses in Transylvania 
the most important gold mines in Europe. 
The output was, in 1913, 2,334 kilogrammes 
of gold, valued at 7,357,000 lei. 


Foreign Commerce and the Danube 


The foreign commerce of Roumania is 
of a comparatively recent growth. It is 
only within the last fifty years that sea- 
going ships have been able to come up the 
Danube to the Danube ports Braila and 
Galtz, and since the port of Constantza has 
been opened on the Black sea; this port 
possesses today docks to the extent of 
more than 60 hectares and an outer harbor 
of 14 hectares, which makes it possible 
to deal with an import traffic of over 
400,000 tons, our boats proceeding directly 
from the Danube ports and from Con- 
stantza to Rotterdam, Antwerp and Alex- 
andria. 

The figures of Roumania’s commerce 
during the war period or during the last 
two years, when Roumania was busy heal- 
ing her wounds and getting again on her 
feet, will not be quoted. They are mis- 
leading. It is more important to keep 
in mind the economic possibilities of Rou- 
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TABLE III—VALUE OF THE LEU COMPARED WITH GERMAN MARK 
AND CZECHO-SLOVAK CROWN 


Marks Crowns 
cecces ‘ 1,37 1.11 
@ eben ‘ 1,59 1,28 
otenee 1,6225 1.26 
1.6025 1,325 
1,555 1,38 
ccanad 1,585 1.4575 
coccee 1,845 1.34 
cosees 1,225 1.255 
oveaee 1,17 1,205 
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home. In 1920 the production reached 
about 1,000,000 tons, domestic consump- 
tion about 550,000 tons, and exports 
246,913 tons. There were with last 
year’s stock, about 700,000 tons on 
hand, unused because of lack of trans- 
portation. About 50-60 per cent of this 
was available for export, 

The development of the Roumanian oil 
industry is, above all, a question of trans- 


THE MAGAZINE OF WALL STREBT 


mania, which are of the highest order, as 
soon as transportation becomes normal. 

must point out that to a certain extent 
the transport difficulties are only partial, 
because Roumania can transport her wheat 
and other commodities on the Danube to 
the Black Sea. It is the great natural 
means of transportation for goods of all 
the districts to the Mediterranean and to 
the Black Sea. Since 1878 the Roumanian 
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Government has worked at keeping the 
Danube in a perfect condition for naviga- 
tion, having always considered that to 
work on economic developments is much 
more important and essential than to fight 
simply for political aims, and, thanks to 
thaf, Roumania can look forward to a 
brilliant future. 


The Exchange 


Space does not allow me to go into the 
details of the question of the Roumanian 
exchange and of the intrinsic value of 
the leu, about which I am very often ques- 
tioned. I simply want to mention the fact 
that with the consent of her allies, Rou- 
mania has sent nearly one hundred million 
dollars in gold to Moscow, the Allies guar- 
anteeing her the safety of that gold. This 
constitutes part of her gold reserve. In 
addition to that, a large quantity of gold 
is yearly mined in Transylvania. I here- 
with append Table No. III showing the 
value of the leu compared with the value 
of the German mark and the Czecho-Slo- 
vak crown. 

I do not want to draw any con- 
clusions about the value of the leu, and 
I do not want to induce any reckless 
gambling in currencies, but it seems to 
me that the margin between the leu 
and the mark ought to be much larger. 
Roumania is after all one of the coun- 
tries in the world whose intrinsic 
economic wealth has been the least hit 
by the war. With her grain, timber 
and oil, she is one of the richest coun- 
tries of the world, and the only need 
for those riches is to be mobilized and 
to reach foreign markets. The trans- 
portation problem is the key of the 
economic improvement of Roumania, 
and at the same time it is the key that 
commands the rise of the “leu.” As 
long as goods and commodities cannot 
be sent abroad, the currency market is 
more or less a speculative market, and 
the dealers in currency have a habit of 
marking prices against the sellers. 


There are still a certain number of 
clouds on the Roumanian sky, but a peace- 
loving population is not only a guarantee 
of future prosperity, but also a promise 
to the whole of Europe and to the world 
that disturbing bolshevik influences will 
have no play in Roumania. The hard- 
working population of Roumania, peace- 
fully-minded toward its neighbors is one 
of the greatest steadying factors in Eurcpe 
and especially in the Near East. 





MORE ABOUT RAILROAD CON. 
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is merely an attempt to give a fairly clear 
idea of what these consolidations would 
mean and what particular factors in vari- 
ous sections of the country must be borne 
in mind in arriving at any comprehensive 
plan. An effort has been made to point 
out what appear to be weak links in the 
chain. This article will at least serve the 
purpose, of showing the many difficulties 
that must be overcome and the many prob- 
lems that will arise under this scheme 
which will of necessity go through a long 
period of waiting before anything tangible 
can be decided upon. 
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We have issued a very elaborate and 





practical book on investment, which 





thoroughly explains the basic ideas 
of safe investment. 


Beautifully illustrated and hand- 
somely bound, this book is valuable 
both as a guide to investment and 
as a reference for general information. 
This book also contains a digest of 
the policies and methods of the 
American Bond & Mortgage Com- 
pany, and the extraordinary care used 
in the issuing of their “Safety Bonds.” 


AMERICAN 
BOND & MORTGAGE 
COMPANY 














—_—— 


Columbus, Ohio :: Grand Rapids, Mich. 





Send for this Book! 


Davenport, lowa 
Sign Below and Mail This Coupon for Edition 410 


This book will be sent to 
you Free of Charge and 
without obligaton on 


your part. If you are 
already an investor you 
will appreciate the value 
of this book—-if you have 
funds for investment you 
should read this book 
carefully before investing. 
Write for it today—just 
sign below and mail the 
coupon, 


American Bond & Mortgage Bidg., Chicago—562 Fifth Avenue, N. Y. C. 
Rockford, [Illinois 
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1. Lessons for Bondholders. 
2. Testing Preferred Stocks. 
3. The Valuation of Common Stocks. 


OUR INVESTORS SERVICE DEPARTMENT 


under the supervision of Mr. Benjamin Graham 
invites requests for information and advice regarding 


In this connection we have prepared a series of 


“Modern Investment Practise” 


entitled respectively 


The entire series will be gladly mailed on request 
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For nearly a half cen- 
tury we have been aid- 
ing investors in the safe 
and profitable invest- 
ment of their funds. . 


























We shall be glad to 
suggest to you sound 
securities for the in- 
vestment of your funds. 
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Kindly ask for Circular M-11 
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A long term 


First Lien Bond 
to yield over 8% 


Consolidated Cities 
Light, Power & Trac- 
tion Company First 
Lien 5% Gold Bonds 
are a direct obligation 
of the company and 
guaranteed as to prin- 
cipal and interest by 








Cities Service Co. 


Write for Circular C.C.-18 
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“& Company 
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May 31, 1921, which compared with a 
surplus of $7,352,046 in the preceding year, 
which latter was equivalent, after pre- 
ferred dividend, to $20.26 a share on its 
common stock. Net earnings were over 
$9,000,000 in 1920, nearly $9,000,000 in 
1919, and over $10,000,000 in 1918. The 
company charged off in 1920, for replace- 
ment and maintenance, vefy nearly $3,- 
000,000, and in doubtful debts set aside 
well over $3,000,000, which is the largest 
sum ever set aside for such a contingency. 
This, of course, represents moneys owing 
by farmers, and it is quite possible that a 
large portion of this will be recovered 
eventually. However, in one year the 
company lost all the financial ground it 
gained during the war. The company, 
however, has prepared for better business 
in the future, and the passing of its pre- 
ferred dividend of 8%, which was contin- 
uously paid since 1896, will place the com- 
pany in a strong financial position event- 
ually, and we do not believe it is worth 
while taking too discouraging a view of 
the future. 


JAPANESE BONDS 
Its Government a Buyer 


I beg to acknowledge receipt of your letter of 
Sept. 24th, concerning the difficulty I have had 
in selling Colorado Southern 4%% and Japanese 
444% $100 bonds. 

They have recently sold one of the Colorado 
Southern for me and have offered to dispose ot 
the other two at a discount of $2.00 or $3.00. 
Having received the cash from the first sale, 
T am not pressed sufficient to take a-loss on the 
other two and I am therefore asking them to 
continue the order to sell at the market, I wun- 
derstand of course, that there may be a slight 
discount owing to size of the bonds. 

I a the promptness with which pow 
handled my letter and the information giv 
me which I am sure would enable me da on 
time, to dispose of these bonds without delay 
should I desire to take @ small discount under 
the market.—D. R. E. 


We are very glad to hear that you have 
gotten out of the difficulty in selling Colo- 
rado Southern 4%s and Japanese 4%% 
bonds. 

The latter bonds are very well secured, 
the government has been buying them 
and wé believe you are adopting the cor- 
rect course to stand by your bonds in view 
of the fact that you are now not pressed 
for ready money. 

We are glad to know that you appre- 
ciate our efforts to place information in 
your hands as rapidly as possible. 





WISCONSIN-MINN. LIGHT 

Turning the Corner 
I would like to secure what information I 
can regarding the preferred stock of the Wis- 
consin-Minnesota Light and Power Company. 

Kindly send statement.—F. W. L. 
Wisconsin-Minnesota Light & Power 
Company is apparently turning the corner, 
as the company was able to put forward 
a small surplus last year amounting to 
$275,765, which was the first surplus it 
was able to report since 1918. The com- 
pany has not paid any dividends on its 
preferred stock for three years now, and 
——_ it has beer able to feport in- 
gains in gross earnings from 
isomer d $l. 125,000 in e016 to a little over 





$2,125,000 in 1920, operating expenses have 
climbed to such an extent that it was able 
to save very little for net earnings. How- 
ever, since 1916 it has not shown a deficit 
any year, being able -to meet its interest 
charges every year and has put back to 
surplus account since 1916 approximately 
$1,000,000. 

The preferred stock is 7% cumulative, 
of which $5,000,000 is outstanding, and 
the company requires annually $450,000 to 
meet this dividend. It has not shown any 
such ability to earn this dividend and the 
best year was in 1917, when the company 
only had a little over $400,000 to surplus 
account. 

The stock is a fair speculation, but very 
inactive, and we are under the impression 
that the company will continue to report 
increasing gains in net and gross. 

If a holder, we believe you should be 
able to sell your stock to better advan- 
tage later on, but if you have not yet pur- 
chased, we believe there are others in the 
list that have a better chance of coming 
back. We believe that a common stock, 
like United Retail Stores, at present sell- 
ing around 38, is a better speculative in- 
vestment for a long pull. 





A QUESTIONABLE EXCHANGE 
Involving Apparent Irregularities 


On April 25 I ht from broker on 
margin 50 shares tic Petroleum at 
2%. On os ar oe 











The following is the situation: 

Until a few months ago the only stock 
that was traded in was Atlantic Petroleum 
on the New York Curb, having a par 
value of $10 and which sold around $3 
a share. 





The capitalization of the company has 
since been changed by exchanging all of 
the old stock for the new stock of no par 
value, on the basis of one share of the 
new stock for five of the old $10 par value 
shares. If you bought 50 shares of At- 
lantic Petroleum at margin on April 25th 
your broker undoubtedly purchased the 
new stock selling on the New York Stock 
Exchange around 18 at the present time. 
If you transferred your account on Sep- 
tember 6th to another broker your last 
broker should have handed over 50 shares 
of the new stock and not 50 shares of the 
old stock, now selling at between $3 and 
$4 a share. 

Apparently there has been some irregu- 
larity on the part of the broker who made 
the transfer to your new broker and we 
would have a correct understanding with 
your last broker at once and if necessary 
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employ a lawyer to insist upon his hand- 
ing over to you 50 shares of Atlantic 
Petroleum, new stock, listed on the New 
York Stock Exchange. 


BUTTERWORTH-JUDSON 
Failed to Take Profit 


I purchased some time ago stack of the Butter- 
worth-Judson Corporation, May I ask if you are 
familiar with the plan of reorganisation and 
whether vou would advise a stockholder to be- 
come @ party to the reorganisation or accept his 
loss as «t stands? The presentation of the plan 
fails to show any assets whatever and, so far as 
T am able ta see. it would seem that going into 
the reorganization plan meant putting good 
money after had. G. F. ra 


Plans for reorganization of Butterworth- 
Judson Corporation has been sent to 
stockholders. The circular outlining the 
plan says the corporation is unable to se- 
cure extensions or to finance the payment 
of claims of certain creditors and urged 
immediate action on the plan, which, it is 
believed, will make it possible to pay 
creditors and conserve assets to stock- 
holders. 

Butterworth-Judson’s present capitaliza- 
tion is $2,500,000 preferred and 75,000 
shares of no par value common stock. It 
is proposed to organize a new corporation 
to take over the assets of the present com- 
pany. The new corporation will have $2,- 
100,000 7% three-year mortgage Series A 
bonds, to be issued to creditors to the 
amount of 90% of their established claims; 
$500,000 Series B bonds, which have been 
underwritten at par to make payment of 
10% to creditors and provide working 
capital; 25,000 shares of 7% preferred 
stock, $100 par, to be exchanged, share 
for share, for present preferred stock; and 
100,000 shares of common stock, to be is- 
sued to the underwriting syndicate and to 
stockholders who subscribe to the bonds. 

The committee in charge of the plan con- 
sists of Chellis A. Austin, W. A. Bradford 
and Thomas L. Chadbourne. 

In the light of the above, it must be 
admitted that putting new money into the 
plan is very much like a gamble and it 
would depend merely upon whether you 
can afford to lose. 


EMERSON-BRANTINGHAM — MOLINE 
PLOW 
Both Floundering 
Please express your opinion on Emerson- 


Brantingham pfd. and Moline Plow pfd. Would 
you sell, average, hald, or switch? H. E.B 


Emerson-Brantingham preferred is rather 
a speculative issue as although the company 
was established as far back as 1852 it has 
not been able to show any substantial 
earnings on its preferred stock since 1915 
in spite of a period of prosperity during 
the war. The highest earnings available 
for the preferred dividends were between 
10 and 10%4% although the preferred stock 
is a 7% cumulative issue. In about the 
best year in its history the company earned 
10% on the preferred stock and last year 
it earned 7.3%. In the poorer years, 1915 
and 1916, the company earned between 2% 
and 3%. The preferred stock sells around 
24%4, having declined from 40 this year 
and 91 last year. At these low prices, the 
worst is probably discounted and we would 
hold this stock temporarily. 

The Moline Plow Co. is controlled by 
the Willys-Overland Co., and while the 
company’s earnings are not reported in 
detail for the last three years, deficits have 
been shown after the payment of preferred 
dividends. In 1916-1917 the company was 
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Equipment Trust Certificates— 


on account of their remarkably good record, 
have long been recognized as an investment of 
the highest grade. 


Our special circular T-58 explaining the 
preferential position of securities of this type 
will be forwarded upon request. 


HORNBLOWER & WEEKS 


42 Broadway, New York City 
Boston Chicago Detroit 
Providence Portland 
(Established 1888) 











VOCE CT 








@ A remarkable booklet explaining 
, F . = a simple — ny way 
¢ many vari ses for- 

oreign eign exchange. r = 


Much information will be 

Exchange gleaned from this pocket size 

booklet which will be of aid to 

° present holders of foreign se- 

Explained curities as well as prospective 
purchasers. 

: The fourth (revised) edition i 

Call, telephone or write. q now ready x a Timnited aumber 

Ask for booklet MX29 will be sent gratis to those in- 

terested. 


W= H.McKenna & Co. 


25 Broadway NEW YORK 25 West 43d St. 


Bowli 
ing Green 1100 Murray Hill 8080 


221 S. 15th St. 
PHILADELPHIA, PA. PATERSON: N's. 












































CANADIAN 


BONDS 
Payable in U. S. Funds 


For the investment of American 
balances in Canada, the follow- 
ing bonds, of which principal 


and interest are payable in the | 


U. S. are recommended. We 

own and offer at the following 

prices in Canadian funds . 
3 


$20,000 (£4,000) 


Dominion of Canada 
Guaranteeing G. T. P. 3's 
Due Jan. 1, 1962, at @ 


To Yield 544% 


$25,000 
Ottawa Gas 6’s 


G’teed Ottawa Light, Heat and 
ower 
Due March 1, 1939, at 94.82 
To Yield 644% 
$10,000 
Brandram Henderson 6’s 
Due May 15, 1939, at 90 
To Yield 7% 
$20,000 
Brompton 
Pulp and Paper 6’s 
Due March 1, 1939, at 90 
To Yield 7% 


$10,000 


Asbestos Corporation 5’s 
Due July 1, 1982, at market 
To Yield 74% 
Listed Montreal Stock Exchange 


Full Particulars on Application 


Greenshields & Co. 


INVESTMENT BANKERS 


Montreal: 17 St. John Street 


Toronto, 14 King Street East 
Ottawa, Central Chambers 
































Bonds and 
Preferred Stocks 


With Unusual Safety 


in strong, well-estab- 
lished companies that 
are leaders and pioneers 
in their respective 
fields. 


Send for Circular M-105 


HIRAM F. HARRIS 
and COMPANY, Inc. 


Gotham National Bank Bullding 
NEW YORK 

















able to show earnings between 14 and 20% 
on its preferred stock and in 1918 showed 
27% earned. The earnings fell off in 1919, 
only 14% being earned and last year 
nothing was earned. 

As this is a cumulative preferred stock, 
it has a chance, but the preferred issue is 
preceded by $4,000,000 in 7% notes due 
in 1924, and as the company now shows 
a poor earning power, we do not see any 
great prospects for this preferred stock 
for some time. However, with the possi- 
bility that business will revive among the 
farmers in the coming year, we believe 
that the stock has a fair chance of selling 
higher ; in view of the large loss you would 
suffer by selling now, we would suggest 
holding for a while. 





NEVADA COPPER 
Strong Potential Earner 

I own 400 shares of Nevada Cons. Copper 
stock which as you know pavs no dividends. 
Would you advise selling this at say 12 and 
buying Standard Oil of N. Y. with the proceeds. 
I paid 20 for the stcck when I bought it. Would 
like to get something that has better prospects 
and that pays dividends. Will appreciate your 
advice. BE. E. M. 

Nevada Consolidated should eventually 
come back as we figure it can make money 
when copper advances to around 15c ‘a 
pound and when the metal is moving 
freely from the smelters to the consumers. 
We would not take a large loss in a stock 
like Nevada because we believe that the 
worst has been seen in the situation. 

If, however, you desire some income, 
why not switch into a stock like General 
Motors, that gives a good return, sells 
around 10, which represents a decline of 
30 points from its high price and is now 
selling at around its low price for the year. 

While we think very well of Standard 
Oil of New York, the small number of 
shares of this stock that you could pur- 
chase for your 400 Nevada would not 
produce the result you anticipate so well 
as by switching into a low priced stock 
like General Motors or even Loft Candy, 
which also pays a dividend. 

Why not hold or place your money into 
some lower priced issues that need only 
advance a few points to give you a 50% 
profit? 

AN APPRECIATIVE CRITIC 
With a Profitable Venture 


The assets of the Frontier Mortgage Co. are 
$1,250,000. I can borrow on the stock 
from the bank. The men at the head of the 
Company are in high standing in the Western 
part of N. Y. State. including the Mayor of 
Buffalo, N. Y. This looks to me like a real 
company... | want to know your views. I sure 
enjoy your magazine—it is a book of knowl- 
edge. Wishing you all the success in the 
world. A.R. B. 

We are very glad to hear from you and 
in particular to have your kind remarks 
regarding our Magazine. Apparently you 
have been following it very closely although 
we do not find that you are a regular sub- 
scriber. 

Apparently you are a shareholder of the 
Frontier Mortgage Corp. of Buffalo, N. 
Y. If you would send us last statement, 
balance sheet and income account we could 
speak more intelligently about it. We 
could, of course, write to the company but 
apparently you know all about its affairs 
and there is not very much left for us 
to say. 

Some of these companies have been very 
successful and investments in some of 
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How- 
ever, a good many mortgage corporations 
are formed and not all of them make good. 
The invester has to take a chance; although 


them have proven very profitable. 


where success comes it usually proves 
profitable. 

Apparently the Frontier Mortgage Corp. 
is an exception to the general rule and we 
hope your investment in it will continue 


to prove extremely profitable. 





RIORDON CO. 8% BONDS 


A Sensational Collapse 


What is the true situation in Ricrdon Ltd. 8 % 
bonds. Should I deposit them with the commit- 
tee for mv protection. , 


Regarding the Riordon Company we see 
no reason why you should not file your 
bond with the Bondholders’ Committee 
for your protection. We believe that bond- 
holders are fully secured as the trouble 
was due to the company having undertaken 
construction work before making financial 
arrangements to meet due expenditures. 
At the last report current liabilities were 
$12,714,483, to which must be added a 
commitment for plans not yet delivered of 
$1,500,000. Against these total current 
liabilities of $14,214,482, there are current 
assets of $10,451,680, leaving excess lia- 
bilities of $3,762,803. 

The directors are endeavoring to secure 
the co-operation of all bondholders in this 
emergency. 

The collapse of this company has created 
a big sensation as the Riordon Company, 
Ltd., is the biggest timber land, pulp wood 
proposition in Canada. The stock has at 
least fallen from a high of 226 last year 
to below 40 and it can be seen that stock- 
holders are the people who suffer rather 
than bondholders. The backers of this 
company have placed their personal for- 
tunes into it and we feel that it will be 
seen through its first troubles. 

We would certainly advise you to fall 
in line with other bondholders immediately. 





CLAIMS AGAINST BROKERS 
Recovering from a Bankrupt 


Enclosed please find copy of a letter which 
I have written to the receiver of W. J. Nicholls 
& Co. (who failed) demanding the return of 
certain bonds which T but up as collateral. As 
the courts have no doubt passed upon this point 
before; 1 will he pleased to have you advise me 
as @ subscriber to your valued paper what stand 
the courts have taken om this point; and if 
T am entitled ta the return of my collateral 
bonds, the identity of which I can establish. 

H.J.M 


We cannot very well give legal advice 
either for money or gratis. The question 
is purely a legal one and any reply would 
depend upon the law and decisions of the 
courts in similar cases. 

We can only speak of the practice of 
Wall Street as it has come under our ob- 
servation. 

The first requisite to establish a success- 
ful claim against a bankrupt firm is to 
clearly identify your stock or bonds. It 
does not follow, however, that this is the 
only requirement. 

The firm apparently purchased (partly 
with your money and partly with their 
own) securities which were not, from the 
facts, immediately registered in your 
name, The said securities would therefore 
belong to the estate of Nicholls & Com- 
pany subject to whatever claim you might 
have against them. When you turned 
over certain bonds as further security the 
object was to allow the said firm to use 














your bonds in any way necessary to enabie 
them to borrow to finance your purchases. 

If the bonds had remained registered 
in your name, held in trust for you or for 
safe keeping, we believe that you might 
establish a successful claim. 

In the case mentioned apparently your 
securities went into the “pot” and you 
would have cansiderable trouble and an 
expensive law suit to claim an absolute 
right to the return of your specific securi- 
ties. 

We would recommend you take the 
opinion of a lawyer which would not cost 
you very much. He would have to look 
up the law and decisions of the courts and 
would be quite justified in charging you 
about $25 for his opinion. 

As the amount involved is rather large 
it would be better to have an individual 
opinion on the merits of your particular 
case and not rely entirely upon decisions 
which might not be exactly similar to your 
case. 

NORTH AMERICAN, WILSON OR 

PENN. 
Should He Drop His Am. Agriculture? 


Please advise me whether you still recommend 
the hclding of American Agricultural common 
purchased at 88 fcr a “long pull” cr switching 
Would you advise switching to North Amer- 
ican common or preferred, Wilson Co. or Penna. 
R.R.? H. 


> ee 

American Agricultural Chemical has 
been severely depressed through the falling 
off in business of the fertilizer companies 
due to the critical situation of the farmers 
during the past year. 

However, with cotton prices high and 
the banks in a position to carry the farm- 
ers through this season, we believe that 
better business is in sight for the fertilizer 
companies like American Agricultural, 
Virginia Carolina and the International 
Agricultural companies for next year. 

In our best judgment the worst has been 
seen in the situation and although we think 
very favorably of North American com- 
mon and preferred, as well as Wilson & 
Company, we would not suggest that you 
switch your American Agricultural Chem- 
ical into these if to do so would cause 
you a very heavy temporary loss. We 
believe that American Agricultural Chem- 
ical is in a position to rally very sub- 
stantially and having held your stock 
through the severe decline of the past few 
months we would favor standing by your 
investment a tittle longer. 

North American common and preferred 
is well regarded for investments, how- 
ever, with independent funds. Pennsyl- 
vania R .R. ought to come back one day 
but it has an uphill climb for a while. 





TEXAS CO. 
An Investment Oil 


Am holding 500 shares Texas Oil, purchased 
at 32% average. Will you kindly advise if you 
still consider the dwidend to be secure? Also 
vour opinion of the market position of this 
stock, iy Se 4 

Texas Company as you know, is the 
leading oil stock among the so-called 
“Independent” companies, and we do not 
believe that anyone who purchases and 
holds the stock at around 38 will be sorry 
for it in the long run. While no one can 
tell the absolute safety of dividends or 
forecast the future dividend policy of a 
body of men which constitutes the direc- 
torate of such a company, it can be said 
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Inadequate Margin on 
Customers Accounts 


Many failures among Stock Brokerage organiza- 
tions are directly traceable to the risk assumed 
in carrying inadequately margined customers’ ac- 
counts. The assumption of this risk in most 
cases is due to a dishonest or inefficient margin 
clerk. 


A periodical audit by Certified Public Accountants 
who are specialists in financial investigations, 
eliminates this risk. 


WALDMAN & SCHOOLMAN 


Certified Public Accountants 
511 Fifth Ave. New York City 


Phone Vanderbilt 6656 




















INVESTMENT SECURITIES 
einen 


WHITEHOUSE & CO. 
Established 
1828 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yorr 


186 Remsen St. Keyser Brpe. 
Brooxiyn, N. Y. Battrmors, Mp 


























































The Rails and 
To-Day’s Market 


Now is the time to buy good 
dividend-paying stocks for specu- 
lative possibilities or for perma- 
nent investment. Among the 
foremost in the list of opportun- 
ities are the low-priced rails. 
The latest edition of our 


Monthly Railroad Bulletin 


will aid you to select these rail 
opportunities. Sent free on ap- 
plication. 


We shall be pleased to execute 
your orders for full lots or odd 
lots of stock either on conserva- 
tive margin or on our 


Partial Payment Plan 


Particulars furnished on request 


James M. Leopold & Co. 


Members New York Stock Exchange ; 
New York 

























‘ODD LOTS 


‘THE purchaser of 
odd lots is 
afforded the same op- 
portunity to diversify 
his holdings that large 
investors enjoy. 








We specialize in the 
execution of odd lot 
orders for any listed 
security. 


Ask for booklet MW. 
about Odd Lots 


(iistoim & (HAPMAN 


Members New York Stock Exchange 
71 Broadway, New York 


Telephone: Bowling Green 6500 
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for Texas Company that it should be able 
to hold its own through any reasonable 
depression or dulness in the industry. 
Whether it pays cash dividends or scrip 
dividends or not, the intrinsic value is back 
of the stock and the investor need only 
await the return to normal or prosperity 
to be assured of a good return and a safe 
investment. 

The record of this company as you 
know, is one of the most brilliant among 
all the oil companies, not even excepting 
Standard Oil of New Jersey; and relying 
upon this excellent record it is safe to 
assume that the company will continue to 
grow and show a high return to those who 
stand by it during times like the present. 





BOND SWITCHES 
To Yield More 


Herewith is a list of bonds on which the in- 
come seems rather low. Yet to sell these and 
invest the proceeds in bonds that would yield 
a higher return and still have the same safety 
of principal, seems a dificult matter. How- 
ever, would be pleased to have your observations 
on the investments and any heen» x or 


suggestions, e 


You have a very good list on the whole 
and would say that we expect the follow- 
ing three bonds among your list to sell 
materially higher eventually and regard 
the yields about as high as you are likely 
to get for this type of bonds, namely: 

Kansas City Southern Refining 5s. 
Argentine Government 5s. 
American Telephone Collateral 5s. 

In the case of the other five bonds we 

would suggest in their places the following: 


Pri Yi 
Computing Tabulating se: — 


Recording 6s......... 75 8% 
Baltimore & Ohio S.W 
lst mortgage 334, 1925 83% 8.4 
The Baltimore & Ohio bonds could -re- 
place your Bell Telephone 5s due in the 


“ same year. 


Wilson & Company Ist 

BONE. -comecieveudkes 873% 7.1 
St. Louis Southwestern 

lst mortgage 4s, 1939.. 6934 69 
Goodyear Tire 8s, 1941. 10234 77 


We believe the safety in the bonds here- 
with recommended are about the same as 
those you would sell and on the whole, 
they have a rather better market than 
bonds like Union Bag, Illinois Steel or 
Asheville Power. 





’ WHAT TO BUY AND WHAT 
TO SELL 


(Continued from page 937) 











They would not contend that they were 
giving the public full value in selling them 
General Motors stock at 400 and over: 
and the dear public knows now that it 
was fooling itself in believing that the 
stock was worth any such price at that 
time. Neither General Motors nor Beth- 
lehem nor Crucible by any standard of 
value, common sense or reasoning could 
ever have been worth those prices in 1919 
t-regardless of future possibilities—but 
in the large, the atmosphere surrounding 
a distributive campaign is one of polite 
deception coupled with hysteria. The 
buyer of GMO at 400 with the sneaking 
feeling that the stock was not worth half 
the amount was fondly hoping to pass it 
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on to some other unfortunate at about 
600 or 800—for this was the common talk 
then—and the owners of the big blocks 
of GMO who faithfully attended the 
annual meetings, could not be blamed for 
letting go at such tempting prices. 

This is, and always will be the history 
and meaning of distribution. Stocks will 
continue to be distributed. to the public 
at prices that seem high enough, and some- 
times higher, at a time when in the opinion 
of their owners, the aforesaid stock will 
not be worth anywhere near as much 
say a few months ahead or a year ahead. 


When securities are too high as judged 
by their ability to earn and pay dividends 
a few months ahead: and when business 
conditions ahead are not propitious, such 
securities will be for sale at high prices 
if possible, at a little less if the public 
enthusiasm wanes. They will continue 
to be for sale even below their intrinsic 
value for the time being until: 


Business conditions change. 

The corporation’s affairs turn. 

It is desired to repurchase control from 
the public! 

Some of these points will be dealt with 
more specifically at some other time. 

The process of accumulation is the re- 
verse of that described. It usually takes 
place painfully, slowly. This applies both 
to the general market as well as individual 
stocks. Large interests move slowly and 
deliberately in laying their plans for the 
future. 

Accumulation does not take place at 
any definite point or price. In a large 
number cf cases it takes place on a scale 
down from certain prices during the course 
of a long decline, and when this happens 
it is very difficult to detect. 

Under such circumstances it is safest to 
buy at or around the known values based 
either upon: 

Intrinsic value. 

Dividend record. 

Past and present earning power with 
future earning power reasonably estimated. 

It is absolutely impossible to buy con- 
sistently at the lowest range of prices, 
even within 5 or 10 points from the bottom 
as too many events are possible to upset 
every calculation as to where the lowest 
price could be. 

The best method is to buy and accumu- 
late as “They” do it, which is to say: 

Buy in a.subnormal zone. 

Select the proven dividend paying stocks 
still earning and paying dividends through- 
out the bear market; like Union Pacific 
and American Telephone. Buy some of 
the old “leaders” that have passed their 
dividends but whose eventual comeback is 
reasonably assured; like American Smelt- 
ing and Anaconda. 

Buy in the industries which have “turned 
the corner” like Utilities, Coppers, Rails, 
Chemicals and Oils, although you cannot 
see what is around the corner. 

Buy when “non-dividend” payers pre- 
dominate the list. 

Buy when most people are saying: “The 
worst seems over. I'll wait for a definite 
turn.” 

The majority makes no allowance for 
the far-seeing eye of Wall Street that sees 
the turn around the corner—six to twelve 
months before the public realizes it. 
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TOTAL. DISARMAMENT WOULD 
MEAN CHAOS 
(Continued from page 891) 














want the conference to meet behind closed 
doors. The public, however, has to foot 
the bill through taxation and ought to be 
made acquainted with the program. The 
influence of the press could be used along 
lines for the general welfare. 

To this end a group of senators is urg- 
ing an open conference and on September 
2lst a resolution was introduced in the 
Senate providing that the representatives 
of the United States government use their 
influence (1) to have the conference admit 
representatives of the press to the meet- 
ings; (2) to have the conference maintain 
and preserve a record containing the pro- 
ceedings; and (3) to use their influence 
against any form of censorship upon the 
part of the conference that will prevent 
the public from being informed through 
the press of the correct attitude of delega- 
tions and nations touching the questions 
considered in the conference. 


Economic and Financial Reconstruction 


Plans for the conference, however, are 
proceeding on the hypothesis that they will 
be held behind closed doors. There is 
grave danger in this attitude. If left to 
their own inclinations, there is a possibility 
that the conference might proceed to con- 
sider a program and adopt a policy which 
may not decrease but even increase the 
present national armaments. The topic 
“the limitation of armaments” is elastic 
and may be interpreted to move up or 
down. Some nations may consider that 
they have not yet reached what they re- 
gard as their proper limits of army and 
navy. 

But there is not the slightest doubt that 
popular sentiment the world over is against 
future enlargement of armaments of all 
classes and descriptions. The economic 
and financial conditions demand public ex- 
penditures for constructive purposes. The 
conference on unemployment might well 
set the pace for the formulation of a pro- 
gram of future public constructive enter- 
prises which will utilize government income 
along lines to promote the general welfare 
and which will not only give employment 
directly to many thousands of men, but 
will indirectly provide for the normal pro- 
duction of raw materials in the mining 
and manufacturing industries and in pro- 
moting public utilities. Organized society 
is actually suffering for lack of construc- 
tive work along many lines. 

Among the actual and related public 
lines of work which could be done for the 
promotion of the general welfare, the fol- 
lowing may be mentioned : 

The erection and improvement of canals, 
docks, wharves, harbors and waterways; 
the clearing of forest lands for farms and 
the reforestation of burnt and cut-over 
areas; the laying out, construction and 
maintenance of highways, railways, and 
power plants; the drainage of swamp 
lands, construction of irrigation works, 
building of reservoirs, and opening of new 
mines. 

Evidently the commencement of work 
on any of these utilities would lead to the 
use of vast stocks of many raw materials 
besides giving employment directly to many 
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LITLE, SCHIETINGER 
and GOODWIN | 


Financial and Industrial Accountants 


AUDITS, COSTS, INVESTIGATIONS 


FEDERAL AND STATE TAXES 


Industrial Service and supervision in problems of organiza- 
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thousands of men. There would doubtless 
be an increase in coal, iron and copper 
mining, the manufacture of steel and 
cement, and the preparation of lumber. 
The need for improvement in the produc- 
tion of these materials can readily be 
shown by the statistics of last June, which 
reveal that steel ingot production was only 
26%% of normal, pig iron 31%, bitumin- 
ous coal 66%, and cement production 84% 
of normal. 

There is no doubt that there are plenty 
of lines of constructive work which call 
for vast quantities of labor and material 
if the money could be readily provided. 


_ This brings us face to face with the finan- 


cial problem of disarmament and recon- 
struction which, at the present time, is the 
greatest problem of all. How is the money 
to be provided for continuing existing 
government expenditures and for provid- 
ing an additional amount for some of the 
constructive purposes indicated above? 
That is the question which is at the foun- 
dation of the rehabilitation of modern 
national life—yea, even at the foundation 
of the progress of civilization. 

Before attempting to answer this ques- 
tion, we must know the sources and amount 
of government income. As estimated by 
the Secretary of the Treasury on the basis 
of existing laws, the sources and amount 
of government income for the fiscal year 
ending June 30, 1922, are as follows: 


Internal revenue inccme Reset 


profits taxes..... . -$2,235,000,000 
Miscellaneous internal revenue 1 »325,000.000 
ee eee aa Pa 300,000,000 
Sales of public lands......... 1,500,000 
Federal Reserve Bank franchise 

CBR ccccccccesecccccseseses 60,000.000 
Interest on foreign obligations 25,026,000 
Repayments of foreign cbliga- 

Pe eer ee Se 30,500,000 
Sales of surplus war supplies. 60,000,000 
Panes Camas. .cesscsceeesece 14,530,000 
Other miscellaneous.......... 156,087.000 


er ee $4,217,643,000 


Against these figures are placed 
those of estimated expendi- 
tures amounting to........ 

Leaving an estimated excess « 


expenditures over receipts of $336,369,817 


** 554,012,817 


Two striking financial features are ap- 
parent from this official statement: (1) 
That the expenditures of government dur- 
ing the current year are likely to be in 
excess of income by several hundred 
million dollars, thereby affording no hope 
whatever of having money to expend for 
public constructive purposes; and (2) that 
the sources of government income today 
are almost entirely limited to some form 
of direct or indirect taxation. 

Both of these features present stupend- 
ous difficulties in the way of formulating 
a practical program of reconstruction 
without government recourse to further 
borrowing or to increase of taxation. 

But either course of action at present 
is dangerous to national welfare. Already 
our government expenditures for the pay- 
ment of interest on borrowed money 
amounts in round numbers to about one 
billion dollars a year. This is sheer dead 
weight on our economic and financial life. 
It should under no circumstances be in- 
creased. By all means it should be lessened 
as soon as possible in order to provide 
money for constructive purposes which 
will set many of our industries in motion 
and give employment to workers on public 
utilities. 

And what is true as to interest on the 
public debt is equally true to an increase 


in taxation, Today individuals, corpora- 
tions and business in general are begging 
for relief from already excessive taxation 
and Congress is struggling with a new 
taxation measure. What the outcome will 
be can only be conjectured. 

It must be confessed, however, that a 
careful review of the situation as to the 
extent of government expenditures affords 
little or no hope of immediate relief from 
present burdensome taxation. Congress is 
in a great dilemma, and the conferences 
on unemployment and limitation of arma- 
ments both have to struggle with their 
problems in the face of this taxation out- 
look which confronts our government and 
our people. 


Is There a Way Out? 


Evidently, the economic and financial 
life of many nations, including our own, 
has been caught in a tumultuous, swirling 
maelstrom of war’s creation. To many 
the whole situation seems hopeless. They 
point to Russia writhing under total eco- 
nomic and financial collapse; they intimate 
that Germany will soon reach a similar 
condition, 

But even with these nations the case is 
not hopeless. Sound economics and gov- 
ernment can save them. The remedy is 
time, economy and work. The natural 
resources of both countries are still suf- 
ficient for their rehabilitation under sound 
economic, financial, and governmental 
policies and the lapse of time. 

In the United States, with our enormous 
natural resources and unimpaired financial 
condition, there is a way out of the dif- 
ficulties which war has created. But here, 
too, it will take time, and economy in 
government expenditures will be the first 
and most essential step in the right direc- 
tion. 

It is useless to close our eyes to the 
fact that the great burden on business 
is the present excessive cost of govern- 
ment and that this cost is largely the 
result of war and preparation for war. 
Hence the remedy is to lower this cost 
as quickly as possible but without dis- 
turbing too rapidly the existing ma- 
chinery.of government and methods of 
government expenditures. But these 
methods should be changed and the 
conference on the limitation of arma- 
ments has for its task to show how 
this change may be brought about with- 
out making conditions worse. 

In view of past history it may not be 
out of place to make a suggestion as to 
a possible way out of the difficulties in 
which this nation finds itself involved as 
a result of war. The process has been a 
slow one which has brought civilized 
nations to their present predicament. The 
evolution of society looking to the aban- 
donment of armaments must follow a 
similar course. Society has practically 
to retrace its steps while providing for 
progress along economic lines. Nations 
are to pass from a destructive to a con- 
stiructive basis. Society cannot be so 
revolutionized in a day. Hence the ele- 
ment, of time is essential in formulating 
and putting into practice a new type of 
governmental and social life. To this end 
the following principles are suggested: 

(1) The amortization of our present 
national indebtedness as quickly as pos- 
sible in order to escape from paying an 
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enormous amount of interest annually 
which now affords no constructive eco- 
nomic or financial returns. 

(2) No further enlargement of the 
personnel of army or navy but their grad- 
ual reduction as time elapses by the com- 
pletion of the appointed or enlisted periods 
of officers and men. 

(3) A gradual reduction in the con- 
struction of all forms of armaments. 

(4) The gradual increase in government 
expenditures for constructive purposes 
along lines of practical economic value 
which tend to promote the general welfare. 

These are principles over which thought- 
ful men may well ponder. They provide 
for the reorganization of society, but 
without extreme revolutionary tendencies, 
over a period of time sufficiently long to 
provide for a new economic and social 
foundation. They mean the reorganization 
of society on an economic rather than on 
a military basis. They will do away with 
the means of war. 

This outline presents a hope for human 
society. This is a prospective way out. 
I wonder if the nations of the world will 
prepare to walk therein. 





IS LABOR CUTTING OFF ITS 
NOSE? 
(Continued from page 889) 











world progresses. We shall have, and 
should have, higher rates than in 1914; 
but they must be materially lower than 
at present.” 

“Do you anticipate any substantial re- 
sults from the unemployment conference ?” 

“No; not in the industries. What good 
is it going to do, for instance, to recom- 
mend that the Westinghouse Company em- 
ploy more men if there are not enough 
orders to keep more men busy? Each in- 
dustry, in fact each company, is trying 
to arrange conditions so as to make the 
burden of unemployment as light as pos- 
sible. Yet some good will come of it. 
For one thing it is likely to stimulate 
bond issues to finance road building and 


other public improvements. Pittsburgh 
is considering sucha bond issue now. I 
believe that sort of thing should be 
done.” 


“Do you think the limitation of arma- 
ment conference will help to relieve the 
economic situation?” 

“Not immediately. Of course the ulti- 
mate benefit of a material reduction of 
armaments will be great. The only way 
that an immediate effect could be pro- 
duced would be to abandon forthwith all 
work now in progress on warships and 
the like. It would not be sensible to scrap 
half-completed warships. I do not believe 
the people want that done. Congress is 
practicing that kind of disarmament to 
a limited extent by failing to appropriate 
money in order to delay the completion of 
vessels already begun. Limitation of arma- 
ment will come about, assuming that is 
to come, through an agreement not to be- 
gin any new war craft or materials for 
a certain period after programs now actu- 
ally under way have been completed.” 

“Mr. Herr, some are saying that the 
European delegates to the conference will 
be interested less in limitation of arma- 
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ment than in economic readjustment; that 
while they are ostensibly and officially to 
consider limitation of armament their 
real mission regardless of any limitations 
in the program will be to do all they can 
to promote arrangements for setting Eu- 
rope up in business again. Do you think 
such talk worthy of credence?” 

“We are participating in a consortium 
to help China out of her difficulties. Is 
there any sound reason why we should 
not be willing to enter into arrangements 
to help ourselves by helping Europe, which 
is a far better customer than China? Busi- 
ness cannot be restored to normal so long 
as conditions in Europe are as bad as they 
are now.” 

“Isn’t the electrical manufacturing in- 
dustry more favorably situated than most 
others just now? That is, will not the 
construction. of a number of very large 
electric power plants, and more particu- 
larly, some of the great hydro-electric de- 
velopments involving the expenditure of 
many millions, necessarily precede any 
great expansion in manufacturing, and 
will not some of them, at least, have to 
be begun now in order that they may be 
ready when needed?” 

“Such enterprises will have to be financed 
out of our national savings in future just 
as other undertakings have been financed 
in the past As the cost of coal increases 
and the supply diminishes it will become 
increasingly necessary to install hydro- 
electric power plants. Undoubtedly there 
will be very great developments in that 
field in the future with a correspondingly 
stimulating effect on the electrical manu- 
facturing industry. But that industry is 
growing with remarkable rapidity without 
waiting for what the distant future may 
develop.” 

“Speaking of hydro-electric develop- 
ments, do you think it would be possible 
to transmit current economically from the 
proposed St. Lawrence River combination 
of ship canal and power plant system 350 
miles- to New York City?” 

“Yes. Power is now transmitted in 
California a distance of 250 miles, or ap- 
proximately that distance. Power is now 
transmitted from Niagara to Syracuse, a 
distance of about 200 miles, at 60,000 volts. 
In some of the new installations in the 
West current is transmitted at 220,000 


volts, The distance current can be 
economically transmitted is in ratio to the 
voltage.” 


“Is the time near when electric current 
can be economically used for heating 
houses ?” 

“Not if the current is generated by 
steam. But out West in territory served 
by some of the big new hydro-electric 
plants they are already heating dwellings 
by _ electricity. Industrial heating, a 
phrase which includes household use, is 
the next big field to he exploited by elec- 
tricity. First there was the lighting load, 
then the power load; and now comes the 
heating load. As you know electric fur- 
naces are extensively used in many in- 
dustries; but few not connected with the 
trade realize how rapidly the use of elec- 
tricity for cooking is increasing. In 
normal times we turn out two thousand 
electric ranges a month.” 

“You have referred to the remarkable 
growth of the electrical manufacturing in- 
dustry and have intimated that its growth 


THE 





is not likely to be greatly hampered, even 


by dull times. Do you care to hazard any 
definite forecast of what may be expected? 
For instance a technical journal last Janu- 
ary estimated that the four years ending 
with 1924 would require electrical machin- 
ery and supplies of an aggregate value of 
more than six billion dollars, and that 
central power stations would have to ex- 
pend an additional] four billion dollars in 
order to keep pace with demand. Was 
this estimate any where near the truth, 
in your opinion?” 

“The figures are too high, I think; but 
they could be materially reduced and still 
be large enough to indicate the immensity 
of the electrical manufacturing industry. 
There is nothing organically wrong with 
this industry or with the country as a 
whole. All that is needed is common 
sense and hard work.” 





METAL MARKETS TAKE DEFINITE 
TURN FOR BETTER 
(Continued from page 901) 











white lead business may be appreciated 
from the fact that such a large company 
as National Lead finds that from 85% to 
90% of its business is done in white lead, 
while sales in many of its other products 
are considerably below normal. 








A Trade Opinion on Lead 


The following statement was 
made to The Magazine of Wall 
Street by an individual actively 
interested in the lead market, 
whose opinion is highly regarded 
in the trade but who prefers for 
apparent reasons, not to have his 
identity disclosed:— 

“Current business in which lead 
and oil is 30% greater today than 
it was this time last year. 

“The storage battery require- 
ments for lead are now 55% of 
last year’s and steadily improving. 
This development should be 
coupled with the fact that last year 
was an exceedingly abnormal year 
for this branch. 

“Stocks of the country are now 
equal to only about 5 weeks’ pro- 
duction. Production, which was 
running this time last year at the 
rate of 40,000 tons a month, is 
now running at the rate of only 
25,000 tons a month. 

“Competition from other pro- 
ducing countries is not feared here. 
Mexico is only turning out at the 
rate of about 6,000 tons; while 
Australia’s output is running about 
1,000 tons. In the case of Mexico, 
the production given is only about 
65% of normal. Our belief is that 
any increase in Australian pro- 
duction will be easily absorbed in 
European markets.” 





























During the past month or two both 
Spanish and Australian lead have entered 
the American market in competition with 
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domestic metal, because it has been of- 
fered and sold at slightly under domestic 
prices. As time goes on, however, Euro- 
pean demand will more than absorb this 
foreign lead, so that it is to be regarded 
as a factor whose influence is temporary. 


Zinc Shares Turn for Better 


A few months ago the zinc market was 
flooded with imported metal, which made 
the situation rather gloomy for zinc pro- 
ducers. However, during the past few 
weeks there has been a steady. increase in 
buying, which has resulted in reducing 
the surplus stocks of the metal which 
had been so depressing. During the past 
few months the zinc imports have been 
almost nothing, deliveries of zinc have 
been exceeding output, and the metal 
stocks are losing their importance. The 
market price of zinc at St. Louis has in- 
creased recently from 4.60c to 4.65c. a 
pound and a premium is demanded on zinc 
for future delivery. 

Reviewing the general metal market sit- 
uation, it is fair to say that whatever unfa- 
vorable influences may be in view are rela- 
tively unimportant, and temporary in their 
effect, as compared to the preponderance 
of favorable developments that point to 
ever-increasing improvement and pros- 
perity now ahead of the metal producers. 
This means that all mining shares that 
represent properties in good physical con- 
dition, and able to produce at a profit 
under normal conditions, have a favorable 
outlook and demand much more serious 
consideration than they have deserved for 
more than a year past. 





AUTUMN GROWTH IN BUSINESS 
ACTIVITY 
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have continued to be unduly high, possibly 
owing to excessive cost of marketing, 
while retail prices, on the whole, have not 
adjusted themselves even as yet to lessened 
wholesale prices. It is also true that in a 
few branches of wholesale trade the read- 
justment of values has continued to be 
incomplete. We are, therefore, in a kind 
of transition stage as to prices, in which 
the tendency toward an upward movement 
is somewhat concealed by a multiplicity 
of factors. A general readjustment and 
evening up is in process but with an under- 
tone distinctly in favor of higher levels,— 
a fact which has undoubtedly gone far 
toward increasing the intangible element 
of “confidence” in business. In fact, the 
bettered and more solid outlook in the 
price field has given many business con- 
cerns the feeling that they could now with 
safety provide themselves with raw mate- 
rial for a reasonable period in advance. 


Foreign Trade 


Our foreign trade balance for September 
shows only $145,000,000 excess of exports, 
a decline which is reflected in the graph 
of excess exports as a reaction from the 
higher levels which had been developed 
during the preceding two or three months. 
This falling off is undoubtedly due to the 
increasing difficulties in the financing of 
foreign trade as well as to uncertain political 
conditions in a few of the countries which 
buy from us. It is, however, especially 
gratifying to know that in some foreign 
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markets, where our goods have been in an 
unfavorable position due to the fact that a 
great accumulation had occurred, the re- 
duction of this accumulation has much 
improved the prospect for future sales. 
This is conspicuously true in the case of 
Argentina and some other countries are 
in the same position. 

Special efforts have been made by a few 
of our foreign customers to finance them- 
selves through the placing of long term 
securities in this market, with the result 
that at least some improvement in the 
exchange position has taken place. The 
bad position of Germany continues to be 
an overshadowing problem in the whole 
foreign trade outlook, and our relations 
with European countries will doubtless 
continue to suffer until the German diffi- 
culty has been cleared up. 


Banking and Business 


Behind all of the other constructive 
factors is the circumstance that our bank- 
ing situation shows a stronger and more 
and more constructive prospect. The liqui- 
dation in the agricultural regions has now 
gone far toward eliminating’ the frozen 
credits which had tended to tie up re- 
sources there during the past Spring and 
Summer. There has been some recession 
in the growth of the gold reserves but 
that reserve was already larger than there 
was any need for. The maintenance of a 
very high ratio of reserves in the system, 
as a whole, at times above 68 per cent, 
shows the enormous lending power which 
is available for business when needed. 

With discount rates lower than for a 
long time past, and with advances being 
freely made to member banks as required, 
there is no reason to question that busi- 
ness can obtain the accommodation that it 
needs without difficulty or delay. The fact 
that it has not done so, but that, as shown 
by the graph of bank transactions, there 
has, if anything, been a tendency toward 
a lower activity of credit, is in itself very 
suggestive, showing, as it does, that failure 
to take advantage of the great lending 
power of our banking system is merely 
the outcome of a condition in which al- 
ready existing supplies of credit are large 
enough to meet all current needs; while 
the renewed activity of business has not 
yet, on the present level of prices, at- 
tained a footing sufficient to require more 
estensive draft upon our accumulated 
lending power. 





HOW INVESTMENT BANKERS’ AS- 
SOCIATION HELPS INVESTORS 











Your Present System—Plus 

The Kleradesk adapts itself to your 
peculiar requirements—combining both 
horizontal and vertical handling of 
desk papers. 

Sorts and routes departmental mail: holds refer- 
ence papers out of way but immediately at hand 
when wey Saves time. Efficient. Convenient. 

A Steel Sectional Device 


66 comparnents as required. Vertical sections 
$1. .) =. Four-compa: ——| combination illus- 
trated $0.65. lexed front and back. 


Write for ay E we illustrated folder, 
“How to Oat Greate Desk Efficiency.’’. 











BUSINESS 


INVESTIGATIONS 
IN THE MIDDLE WEST 


When you want any information 
regarding business firms or about 
business conditions in the middle 
west, write or wire 


HOWARD A. GREGG 


509 Bennett Bidg. 
Colorado Springs Colorado 








Profits of 50% 


A YEAR 


Can be made in the stock market 
—not by gambling, but by making 
speculation a business—by reduc- 


ing risk to a minimum. 

How this can, be done is outlined spe- 
cifically in our “Speculative Bulletin” just 
off tke press. We have a few copies 
available to you FREE 

This bulletin is a portion of our “Com- 
plete Educational and Inv estment Service,” 
the only service of its kind in the Finan- 
cial World. 


Simply ask for Bulletin MW-29 


American Institute of Finance 
15 Beacon Street Boston, Mass. 
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example, it must have a certain financial 
rating; its members must have a certain 
number of years’ experience, and so on. 
And the integrity of its firm members must, 
of course, be beyond question.” 

“The organization has grown very 
rapidly, has it not?” 

“Yes—it has grown rapidly. There are 
now about 550 members, as a rough total, 
and, in addition, there are about 260 branch 
offices registered. Membership, incidental- 
ly, is divided into three grades: there are 
‘A’ members, consisting of international 
banking houses; ‘B’ members, composed 
of houses of national scope; and ‘C’ mem- 





WHAT DO YOU CET 
out of the 


FINANCIAL PAGE? 


We are distributing gratis to all who 
are interested in the financial pages 
of their newspapers a practical = 
helpful 95-page cloth bound book, 

plaining the significance to the 4 
vestor of bank clearings, failures, 
iron and steel prices, commodity in- 
dices, Federal Reserve ratios and 

many other financial factors. 


Copy free on request 
Ask for M.W. 164 


MOSHER£; WALLACE 


OO a te 
MEMBERS \ Consolidated Sock bate 
New York 


Giese Ese 
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bers, including those which do only a local 
business. Naturally, houses of these vary- 
ing types secure a varying degree of value 
from their membership; and therefore, 
could not all be expected to pay the same 
amount for their connection with it.” 

“Do you think of any outstanding 
achievement of the Investment Bankers As- 
sociation, Mr. Beebe?” 

“Probably nothing the Association has 
done,” he replied, after a moment’s thought, 
“has been productive of more important 
results than its co-operation at the time 
of the Liberty Loan campaign. Mr. Lewis 
Franklin, then vice-president of the. Guar- 
anty Trust, was president of the Associa- 
tion at that time. Mr. Franklin was called 
to Washington by the authorities who 
wished to secure the co-operation of our 
organization. He set the wheels in mo- 
tion. And the membership of the Invest- 
ment Bankers Association working en- 
tirely for the good of the country and the 
welfare of investors, did their best.” 


Says Former President Hodges: 


Mr. George W. Hodges, of the firm of 
Remick, Hodges & Co., and president of 
the Investment Bankers Association in the 
year 1919-1920, was approached by the 
Macazine. He was asked to outline some 
of the association’s work in the past year. 
Said Mr. Hodges: 

“One important step taken by the In- 
vestment Bankers Association during the 
past year was the organizing of what are 
known as ‘local groups.’ This year, these 
organizations have begun to function—tak- 
ing charge of questions of local character, 
or bringing to the attention of the parent 
organization questions involving the 
broader national field. We believe that this 
group method gives us much better facili- 
ties for constructive or, if necessary, cor- 
rective work in methods of handling out- 
standing, or preparing new issues.” 

“So-called ‘Blue Sky Legislation’ has, as 
usual, required much attention, and our 
members have, in many States, co-operated 
either in the preparation of or in the ad- 
ministration of such laws. While we do 
not believe that this type of law can pro- 
duce the maximum of efficiency in pro- 
tecting the public from worthless security 
campaigns, these laws are so far the best 
means toward that end that have been en- 
acted specifically for that purpose; and, 
until better laws are on the books, we shall 
continue to aid in their enforcement. 

“Some of the ‘Blue Sky’ Commissioners 
have accused us of attempting to destroy 
this legislation. Such is not the case, nor 
will it ever be the case until more certain 
methods, which time is bound to produce, 
have been enacted into law. 

“We are anticipating that our tenth an- 
nual convention will be our biggest and 
our best. The New Orleans Committee has 
been working diligently for months in pre- 
paration, and their almost daily bulletins 
indicate a program so varied and compre- 
hensive on entertainment and on business 
that the average member is wondering 
where his scriptural eight hours of rest 
will be found.” 

Congratulations! 

On the eve of their tenth anniversary, 

Tue MaGazIne oF WALL Street extends 


to the officers and members of the Invest- 
ment Bankers Association of America its 
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LUCK? NO!— SCIENCE! 


“NOW THAT WE ARE ON THIS SUBJECT OF INVESTMENTS, let 
me ask you this: If two men start out with the same amount of money, 
the same experience—or lack of it—and the same natural ability, why 
will one of them so frequently be more successful than the other? 


“Is it luck? Perhaps you will say so. And you are right if LUCK is 
but another name for OPPORTUNITY—and being prepared to grasp the 


opportunity when it presents itself. 


“Take myself. You think I am extremely lucky in making investments 
—don’t you? Luck hasn’t entered into it at all. 

“I have simply taken the advice, information and assistance of experts 
in investments who have no securities to sell, men whose business it is 
to keep informed of every slightest change in the factors that influence 


security values. 


“There is no reason why you should not make profits as consistently 
as Lam doing. You will, if you subscribe for the Investment and Busi- 
ness Service of the Magazine of Wall Street.” 


HAVE YOU BEEN TRUSTING TO LUCK 
IN YOUR INVESTMENTS?—IN YOUR TRADING? 


STOP IT—NOW USE SCIENCE 


As a subscriber to our Investment 
and Business Service, you will re- 
ceive every week an eight-page 
Service Report, which will aid 
you to select the securities which 
are in a strong or weak Techni- 
cal Position. It will indicate into 
which stocks to switch when your 
capital is tied up in inactive com- 
mitments—enabling you to make 
up losses. 


This service will point out the 
most desirable investments at all 
times. 


In addition to this regular weekly 
Service, special reports are issued 
when important changes in the 
trend or other developments of 
market influence occur. 


You will be entitled to a complete 
analysis of your security hold- 
ings and of those you may con- 
template buying. 


The cost is but $100 per year. 
We shall allow you, however, to 
test it for three months at $30. 


MAIL COUPON TODAY 
With your subscription, you may send us a list of questions, on which 
we will render our opinion, without extra charge. 





a sae eee eeeee COUPON WES! aA 


The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 
Gentlemen: Enclosed find my check 
for i for your Investment and 
Business Service, to be sent me once a 


an entire year a 
week for {er three months f begin- 


ning with the next issue. 




























States Oil 


Its Outlook 






The effect of advanc- 
ing crude oil prices 
upon this company in 
addition to its history, 
financial position and 
dividend record is fully 
discussed in our cur- 
rent 












Weekly 


Financial Review 








Gratis on request for “M.W.48” 


THOS: COWLEY & (0. 
Stocks and Bonds 
115 Broadway New York 


Telephone Rector 5150. 













































Scientific Methods of 
Investing and Trading 
in Stocks 


A free 100.page booklet, written an 
eminent financial authority, cont 
ing among other subjects 


Investment and Market Conditions 
Investing for Income 
Investing for Profit 

Averaging an Investment 
Limited Averaging 
Using Stop Loss Orders 


This booklet is the result of many years of 
scientific study, and it has helped thousands of 
investors and traders to use correct methods 
in their operations. booklet will be sent 
to anyone free of charge, including our bi- 
weekly ficancial publication 


“Income Building” 
Ask for MW, 


ROGERS & SULLIVAN 


Members Consolidated Stock Exchange of New York 
.46 Cedar Street, New York 





























heartiest congratulations on the score of 
good work already done, and its sincerest 
wishes for the future. 

So long as the association continues its 
efforts to improve the investment ma- 
chinery, to raise the standards of Ameri- 
can finance, it can rest assured of the co- 
operation of this organization. 

And we are frank to say, we believe 
that co-operation can prove of immense 
value to the Investment Bankers. 

For many years—it is now almost fif- 
teen years since the MAGAZINE was 
launched—this publication has bended its 
greatest efforts to assist the individual in- 
vestor. It has persistently preached the 
importance of developing individual judg- 
ment. It has done its best to help in- 
vestors learn how to select securities, how 
to judge the good from the bad, pounding 
the point home that, in the final analysis, 
securities are just so much merchandise, 
laid out on the counter and price-marked, 
and to be selected with the same care and 
independent judgment that woolens and 
silks are selected with. 

We have endeavored to teach—and re- 
sults prove that we have succeeded in 
teaching—investors how to differentiate be- 
tween the various types of securities. Our 
readers know, for example, when they pur- 
chase speculative securities that they can- 
not expect the same degree of safety as 
when they purchase bonds or high-grade 
stocks for income only. Thus the Maca- 
ZINE is developing an intelligent class of 
security buyers—the kind of buyers that 
make satisfactory customers, instead of 
constant kickers, for legitimate investment 
houses. And their number is constantly 
increasing. 

The work of this publication has been 
to give practical assistance to the man 
with his first $500 to invest just as much 
as to give practical assistance to the man 
of greater wealth. No class is ignored. 

We have encountered many obstacles. 
Perhaps the greatest of them all has been 
to keep our readers away from houses of 
questionable standing. Reference to ad- 
vertising columns is distasteful in an edi- 
torial page; nevertheless, the fact cannot 
be ignored that the better advertising 
methods pursued by houses of question- 
able standing, their knowledge of that 
phase of human nature to which the con- 
servative and legitimate houses hesitate 
to cater, has been our greatest handicap. 
Investors, apparently, will not discriminate 
in favor of reputable houses until those 
houses consent to describe their services 
more attractively and more frequently. 

Our slogan “Financial Independence at 
Fifty”. was originated by the MAGAzINE 
over two years ago. How practical and 
real an appeal this slogan possessed is 
evidenced by the fact that it has been 
adopted By financial organizations of vari- 
ous sorts throughout the country. To be 
sure, our work, first and foremost, is ma- 
terialistic. Yet we feel that, in the final 
analysis, its spiritual value is perhaps its 
chief value. To undertake to attain finan- 
cial independence means learning the les- 
sons of patience, frugality, judgment, con- 
servatism, determination. For every good 
investor we make, the country gains a 
citizen worth while. 

The Investment Bankers Association rep- 
resents what is probably a majority of the 
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General 
Electric 


Leading manufactu- 
rer of electrical ap- 
paratus and appli- 
ances, with a world- 
wide market for its 
products. 

Statistical report and 
analysis of company’s 
financial status, earning 
power, dividend record, 
property holdings, book 
value of shares, market 
highs and lows, etc., 
mailed free on request. 
Also timely information 
on 


Texas Pac. Coal & Oil 
Col. Graphophone 
Willys-Overland 
Otis Elevator 
Ask for M. W625 
KOHLER. BREMER & @ 


*-STOCKS ~- BONDS: 
32 Broadway. Hampton Hotel, 


NEW YORK ALBANY, 8-¥ 











Low Priced | 
Stand. Oils 
Yielding 9% 


We have compiled a spe- 
cial survey giving inter- 
esting facts on nine sea- 
soned Standard Oil Com- 
panies whose low-priced 
shares yield from 9 to 11%. 
In the face of rapidly im- 
proving conditions in the 
oil industry, these dividend- 
paying securities, at from 
$28 to $165 per share, are 
now selling much below 
usual levels, and are there- 
fore attractive from a trad- 
ing as well as investment 
viewpoint. Copies on re- 
quest. 


Ask for No. M.W-31. 


RASMUSSEN & CO. 


STOCKS - BONDS - GRAIN 


111 Broadway New York 
Tel. Rector #61 . 





























The Safest | 
Securities 


as a class, are those where the 
risk of receivership is smallest. 
From an impartial source it has 
been found—based on the out- 
standing stocks and bonds of the 
three main classes of securities 
outstanding—that the risk is: 


$2.07 per $100 par value 
$1.84 per $100 par value 
$0.37 per $100 par value 


An analysis of which is the safest, 
together with details of our 


Partial Payment 
Plan 


will be sent to interested investors 
on request. 


Investment suggestions in these 


“safest securities” will also be 


sent. 
Ask for M. W. 34 - 


R. J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 


Rector 0604 

















Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOXS Co 
PUTS ana CALLS 


seeo 
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legitimate investment houses of this coun- 
try. The Macazine oF WALL STREET 
represents an equal majority of the indi- 
vidual investors. We are both engaged in 
the important work of raising investment 
standards. The fact that our interests are, 
in every way, the interests of investors is 
obvious. 





DURANT ASSAILS RESERVE 
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long period which, in our opinion, was the time 
when credit was needed, in order to aid your cus- 
tomers in their commercial, industrial and agri- 
cultural operations, but when the harvesting and 
marketing period arrived and there seemed to 
little or no reduction in your borrowings, we 
deemed it advisable to bring to your attention 
the desirability of efforts being made to get out 
from your seriously extended position. The de- 
sired amount of curtailment in the indebtedness 
ef your individual customers is a matter that 
should be worked out by your directors and offi- 
cers, they bearing in mind the extended position 
of your institution and its safety. We would 
ask, therefore, that you discontinue at once using 
the form of notice referred to, and that you also 
recall the notices of a similar tenor that have 
already been sent to your customer.’” 


“To this the member bank replied: 


“*Your letter cf the 10th instant was received 
this morning. Fortunately, we had not issued 
any of the notices in question and have destroyed 
the entire supply. Am sorry the incident oc- 
curred.’ ” 


Independent Judgment 


As between the charges of Mr. Durant, 
and the attitude of the Federal Reserve 
Board, as exemplified by the incident 
quoted by Governor Harding, the reader 
can probably judge for himself. 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 


Phones: Rector 9076-9079 





POPULAR POTENTIALITIES 
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lutely reverse the condition that we are 
endeavoring to bring about today. On 
the other hand, there is always the 
possibility of some other nation’s estab- 
lishing a silver instead of a gold stand- 
ard, and with Germany a factor to be 
contended with in international affairs 
there is nothing to prevent Germany 
re-establishing the value of her marks, 
which are now so low, on a basis of 
ten to one. It is. natural to assume 
that every country will endeavor to 
manipulate their cash resources as best 
they can for their own purpose, and 
in this day and age the old theory that 
“money like water seeks its own level” 
cannot be profitably employed. Money 
and water are entirely different in the 
fact that water by nature always con- 
trols itself, and money is always con- 
trolled by men. The only similarity 
between the two is that they can both 
be frozen. 

(We hope to publish further extracts 
from Mr. Collins’ interesting letter in our 
next issue—Eprror. ) 





THE VALUE OF CARE IN 
INDUSTRY 
"(Continued from page 925) 








ganized, though there was no oil near 
here. 

The result-can be imagined. Inside 18 
months the oil bubble burst and today most 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid epportunities 
afforded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calis your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1! on Mexican 
Petroleum at 140 showed $3408.00 net oe 
it on each 100 share Put by June 20th, 


OUT OF TOWN CUSTOMERS 





My out of town customers who are not 
in , Ry. - th the market are able to 
fae advantage | of the fluctuations with 


Puts ones a dy as — they were 
in my you. My private 
telegraph code onde awe you to do this. 
Write for et M-W, it 8 qnotatee how 
they en Price ist a copy of 
the dune chart will ineleded, 


WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 


2 Broad Street, New York City 
Tel. 1607 Rector Estab. since 1806 
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Coupon Interest Tables 


Shows Interest 
accrued on $1000 


on any day of the yeary without 
stopping to compute the number 
of days for which interest is due 
at fifteen rates of interest, inter- 
est accruing from the FIRST and 
from the FIFTEENTH of each 
month on the 360-day basis. 


Price $5.00 
Financial Publishing Co. 


“Service Books of Finance” 


controlling the . 
Montgomery Rollins Publications 


Boston, Mass. 














MONTHS 


17 Joy Street, 
2 to pay for any stock or bond. 

Purchaser receives dividends. 
Write for booklet FREE. 


RODNEY & CO. 
Members Con. Stock Ex. of N. Y. 
55 Broadway New York 
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What Stocks to Buy 


And What Stocks to Sell 


If you are interested in the prospects 
of American enterprise and industry, 
you will be interested in the course of 
New York Stock Exchange prices which 
will reflect far in advance favorable 
anticipations or grave doubts and fears. 
THE ECONOMIC WORLD is in process 
pa am yy nye Ry AS yy 

wit ying lors. 
Many others will fall by the w: 

OUR DAILY MARKET SERVICE 
Published by this Bureau since 1889, 
will be found of immense value to those 
interested in stocks. 
Foreseeing dire peril to our industries, 
our Service successfully forecast each 
of the heart-breaking smashes of the 

ast year or more, saving clients untold 

osses and helping the uenee of 
them to enormous profits runnin 50 

ints or more in a comes like M CAN 


ETROLEU CE 
LEATHE OEBUCK AMER, 
ICAN SU te ATLANTIC GULF ane 
others in proportion. 
The next year will see great changes. 
e stocks—we have in mind several 
cheap issues—will double in value, and 
others will be cut down 25 to 50 per 
cent. of their present prices. 
Our DAILY SERVICE is oo. A for a 
trial month, while our WEEKLY SERV- 
ICE is a mont 
Ti for full “particulars also for 
our opinion of the stocks you hold. 
eee ee ee 


M.W. 
Town Topics Financial Bureau, 
A me Fy New York. 
particulars 








of the oil. stock is a dead commodity. But 
something else will come along again in 
due time, and so it goes. 


The Point 


The point is, I notice that people will 
work hard to run down and get money 
and then give no time nor study ap- 
parently to means of investing and sav- 
ing it. I can count ten widows and single 
ladies in my town today who put their 
accumulation of years in wild cat oil com- 
panies, not taking the trouble or care to 
ask the advice of their banker or their 
closest friends. Of course it is gone, To 
“take a shot” on oil investment in Kentucky 
is about the same as throwing your money 
away. 

Herewith is a list of the securities I 
am at present holding, which may be of 
some interest to other small investors who 
like myself are endeavoring to improve 
their condition by following wise informa- 
tion as gleaned from. THE MAGAZINE OF 
WALL STREET. 





Are Your Securities 
in This List? 
The subjoined table presents a 
list of the securities and commodi- 
ties analyzed in the current (Octo- 


ber 29) issue of the Magazine of 
Wall Street. 


Bonds 


‘American Light & Traction 6s, 1925 928 
Topeka Ry. & Light Ist 5s, 1933.... 928 
United Light & Railway ist 5s, 1932 928 
Denver Gas & Electric Ist 5s, 1945.. 928 
Kansas City Electric Ist 5s, 1925.... 928 
Cleveland Electric Ill. ist 5s, 1935.. 928 


Salmon River Power ist 5s, 1952.... 
Puget Sound Power ist 5s 


Bank Stocks 


Chase National 
Bank of the Manhattan Co 


Railroads 
Chicago, Milwaukee & St. Paul... 


Industrials 


Public Utilities 


Columbia Gas & Electric 
American Water Works & Electric. . 


Commodities 





ODD LOT 
TRADERS 
are contaitfed in the current issue of our 
“Trading Suggestions” 
If you cannot call, send for circular 
M.W. 358 


WILSON & CHARDON 


Members Consolidated Stock Exch, of N.Y. 


62 Broadway New York 
Telephone Whitehall 1964 











Ney ideas 1 for the Investor 


GRAPHIC RECORD CORPORATION, 
29 BGreadway, New York City. 








10 COMPOUNDED 
Semi-Annually 


on investments in monthly payments or 
lumps sums; Safety; Real Estate Secur- 
ity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 
Okmulgee , Oklahoma 

















Investment 
Securities 
HEYWOOD BROOKS & CO, 


149 Broadway New York 











Chicago Securities 
Bought—Sold—Quoted 
ROBERTS, HISCOX & £0. 


29 So. La Salle St. 

















STOCKHOLDERS LISTS 
in Over Two Thousand Corporations 
Write for catalog 


WM. JONES 
udi 


tors, 
116 Broad St New York City 
Tel. Bowling Green 8811-8812 


RAISE BIG CAPITAL 


Write for FREE copy, “QUICK FINANCING,”’ 
if you need big capital quickly for oil, min- 
ing or industrial business. Learn how one com- 
pany sold OVER ONE MILLION SHARES by 
my easily operated plan. Write for proof and 
free particulars. CUNNINGHAM, Financial 
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